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are 
you 
an 
agent 
with 


a 
future 


At INA, nothing blocks your way. The doorways to success are open 
wide. For Service Offices stand behind you everywhere. Fifty-one in 
this country and Canada. Forty more overseas. All to help you build for 
the future with multiple-line Fire-Marine-Casualty-Life sales. With 


‘one-stop’ insurance selling! Ask your INA Fieldman for the full story. 
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A salute to the man and his publication 


whose motto is 


“Service To The Industry” 


Pan-American Life Insurance Company 


offers this salute to 


THOMAS JEFFERSON CASPER 


Publisher of The Spectator 


and his associates on the 


celebration of their magazine's 


90th, _Anniversary 


Thom has been well known to us since his association with The Spectator 
in 1951. The outstanding job he has done in developing one of the fore- 
most national insurance magazines is recognized by the entire industry. 

We are certain he received many a ‘Well Done” from his old skipper, 
Admiral ‘‘Bull’’ Halsey, during World War II. It is with pleasure we add 


our own to this, Thom, and offer best wishes for your continued success. 


Pan-American Life Insurance Company is proud, too, of the services it 
offers its representatives and, in turn, of the services its representatives offer 
the American public. Our many Life, Individual Accident and Sickness, 
Group Life, Group Hospitalization and Major Medical and Pension Trust 
plans are among the finest offered by any company. Our Career Contract 


for our representatives is better than most, and as fine as any in the industry. 


ni 
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Pan-American Life Insurance Company 3% 


A Mutual Company New Orleans, U.S. A. 
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HEY! 


... your 90 button is showing! 


It's no secret to us. That silver button represents 
9) years of outstanding service which THE 
SPECTATOR has contributed to the life 


insurance industry. 


And were sure its no secret to you that 
last year marked our 90th anniversary. So, 
together, THE SPECTATOR and THE UNION 
CENTRAL have shared in the growth of an 
industry determined to overshadow its past 


achievements in the 90 promising years ahead. 


THE UNION CENTRAL LIFE INSURANCE COMPANY, Cincinnati 


Security for the American Family since 1867 
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The Spectator’s 90th Anniversary 
Review of Insurance 


DEDICATION—P. 19 


THE EDITOR WRITES ABOUT 45 YEARS WITH 
THE SPECTATOR—P. 20 


Also about the editor are: 
Tribute from Three Friends—P. 20 
After Office Hours—Reprise for 1958, by Robert Sheehan—P. 66 


LIFE INSURANCE AS AN INSTITUTION—P. 22 


Frederick H. Ecker sums up three-quarters of a century in life 
insurance. 

Writing also about life and health insurance are: 
Freedom for Self-Development, by Byron K. Elliott—P. 24 
Financing Medical Costs, by E. J. Faulkner—P. 26 

Our High "Purpose," by William C. Safford—P. 28 
Volume as a Measure of Success, by William Breiby—P. 30 
Pension Fund Tax Discrimination, by Robert Hogg—P. 32 
Protection for Dependents, by John A. Lloyd—P. 34 
Canada: Average Life Policy, by Leighton Foster—P. 34 
Growth in Life Advertising, by Harry Wade—P. 62 
Significance of the Wright Award, by Clayton Hale—P. 66 


PROPERTY INSURANCE: UNDERWRITING THE FUTURE—P. 24 


Kenneth Black sees progress ahead through new concepts of 
marketing fire and casualty lines. 

Writing also about property and casualty subjects are: 
"Independent Security,’ by J. Doyle DeWitt—P. 26 

Progress and Profitability, by John A. Diemand—P. 28 
Multiple Lines, a Safety Factor, by Walter Hays—P. 30 
Advice for Congressional Investigators, by John Barry—P. 32 
Creating a Company Personality, by Thomas Morrill—P. 62 
Future for Package" Policies, by Charles L. Phillips—P. 64 
Insurance Builds Fire Safety, by James C. Hullett—P. 64 


ASSOCIATION LEADERS DISCUSS THE TRADE PRESS 


(These articles will appear in the August issue of The Spectator) 
Contribution of the Trade Press, by Holgar J. Johnson 
Energetic and Constructive Leadership, by Lewis A. Vincent 
Communications: Key to Progress, by Ray Murphy 


THE AGENT'S CONTRIBUTION TO INSURANCE PROGRESS 


Growth and Future of the Life Agent, by Lester Schriver—P. 36 
Local, Independent Selling Force, by Louie E. Woodbury—P. 36 


STATISTICS IN THE 90TH YEAR—P. 38 


The Spectator staff compiles insurance figures to show growth in 
the past and prospects in the present. 




















fornia. 


It has been said that “Successful Sales- 
men Are Born—Not Made”, but here at 
Acacia we believe that all salesmen can be 
made more successful through carefully 
planned training programs. 


Like education, there is no terminal 
point in training nor can it become static— 
it must be revised to meet constantly chang- 
ing conditions. In adherence to this phi- 
losophy, we have just completed another 
series of nation-wide branch managers sem- 
inars at which we reviewed our greatly im- 








Scenes from our re- 
cent Managerial Sem- 
inars held in Atlantic 
City, New Jersey, 
Augusta, Georgia, 
French Lick, Indiana, 
and Carmel, 





in the spotlight... 


Cali- 


proved training programs for both managers 
and agents. Geared to today’s selling condi- 
tions and markets, they cover both basic 
and advanced training and preparation for 
promotion to management work. 


Recognizing that the best training pro- 
gram cannot succeed unless the men work- 
ing under it have peace of mind, we also 
introduced at the Seminars an improved and 
more liberal financing plan. Under this 
plan, financial security is assured during 
the training process. 





w- SOPr-S On oy Ue. s Oss te om Se 


“Where you get tomorrow’s protection today!” 


THE SPECTATOR 






at AGA CrA. 


The better the sales aid the more effective the with one objective in mind—to help our Fieldmen 
salesman. A few of Acacia’s pamphlets, presenta- be more successful as career life underwriters. 
tion briefs, premium notice enclosures, explanatory That sound training, backed up by effective sales 
folders and prestige builders are illustrated above. aids, pays off is best evidenced by the fact that the 
Many of these have received the “Award of Excel- average annual production of Acacia Fieldmen last 
lence” in LAA competition. All have been designed year reached an all-time high of $421,997 per man. 


a ee ee oe | ee oe 2 ae Ol] @ kis ae 7 e.g 


51 Louisiana Ave., N.W., Washington 1, D. C, Howard W. Kacy, President 
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Increase premium income 








It’s easy to dramatize the increase in property replacement values 
with The American Insurance Group’s ‘‘Cost House.” Comparative 
labor and material costs are printed right on its roof and sides. 
The “Cost House” is just one sales tool from The American 
Insurance Group’s new ‘‘COVERAGE-TO-VALUE” Promotion Kit 
—a package of selling aids designed to help our Producers pro- 
vide superior service and increase their premium income by 
curing Coverage Anemia. 

To find out what this new kit can do for you, contact The 
American Insurance Group Branch Office nearest you. 


al 
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NEWARK, NEW JERSEY 
THE AMERICAN INSURANCE COMPANY + AMERICAN AUTOMOBILE INSURANCE COMPANY + ASSOCIATED INDEMNITY CORPORATION 
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Pome ccy 
nas by 


artist, JOSEPH HIRSCH. The cam 


paign, appearing in TIME, HOLIDAY 
SPORTS ILLUSTRATED, NEWSWEEK 
HARPER'S and The ATLANTIC 

creating nationwide interest and an 


verwhelming response from reader 
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Fixer of toys, just 

arbiter of shrill disputes, 

sponsor of chocolate-covereds 
. a father’s steady 

strength and endless wisdom 

make a little boy's 

world a warmer place to live in. 

To help your young man 

realize his visions 

is a rich and satisfying 

responsibility. 

We at Columbian National 

can help you plan 

his future, for we understand 





the importance of it 





NewS se. S 


The COLUMBIAN NATIONAL 
Life Insurance Company 


77 Franklin Street, Boston, Massachusetts 





Y - , 
ode 
é 


is drawing by Joseph Hirsch, without our message, i 


An enlarged r 
ntion this magazine when you write, there 1s no obligation 





N 











Some interesting facts about 


Chartered Life Underwriters* 


co. SAE 


THEIR 
LIFE-TIME CAREER 


: 
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THOSE WHO BECOME C.L.U.’s also tend to move into management and 
executive positions with their companies. When this happens at New England Life, 
as it so often does, we regard it as a bonus return on our investment. The purpose in 
supplying support to the Society and to the men attending is to produce professional 
life underwriters in the strictest sense of the phrase. When this is accomplished, nothing 
but good can result for the man, his clientele, his company and the entire industry. 

*SOURCE: C.L.U. Annual Review, 1957 
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The “Declaration of I ndependence 


The Declaration of Independence, a 
living document, prescribes a way to 


live among nations —today, as in 1776. 


To the efforts of Thomas Jefferson 
and his associates we owe its clarity 
and majesty. Its strength, however, 
lies in the courage and conviction of 


a determined people. 


A contract bearing the seal of one of the Crum & Forster Group of 
insurance companies, whether a policy form or an agency contract, 


is backed by 
a history of faithful service... 
YOUR | = a coast-to-coast network of streamlined, multiple-line facilities 
bass and a firm dedication to the American Agency System. 


Insurance 


“steves/ v8" 


CRUM & BARS Eee GROUP an 
of Insurance Companies il); 
CASUALTY * 475g « Mamewe © SURETY 
UNITED STATES FIRE INSURANCE CO...... Organized 1824 


THE NORTH RIVER INSURANCE CO... . Organized 1822 THE WESTERN ASSURANCE CO., U.S. Branch . . Incorporated 1851 
WESTCHESTER FIRE INSURANCE CO. . . Organized 1837 THE BRITISH AMERICA ASSURANCE CO.. U.S. Branch. . Incorporated 1833 


110 WILLIAM STREET + NEW YORK 38, NEW YORK 


WESTERN DEPT., FREEPORT, ILL. » PACIFIC DEPT., SAN FRANCISCO + SOUTHERN DEPT., ATLANTA + ALLEGHENY-OHIO DEPT., PITTSBURGH + VIRGINIA-CAROLINAS DEPT., DURHAM. NC 
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announcing 


SRULULOACLOLE 
auto policies 
in force 


l out of Ll family cars is now insured with State Farm 


State Farm agents—and there are more than 7,500 of 
them—share the largest, finest patronage that any 
auto insurance company has ever enjoyed... over 
5,000,000 policies in force. To us this record number 
of policies is much more than an entry in our books. 


It is a vote of confidence in the way we do business. 


For information on any aspect of State Farm operations, write Director of Public Relations, 


State Farm’s marketing plan is unique. Every agent 
is an independent businessman. He represents State 
Farm exclusively. Through this system he enjoys com- 
plete identification with the good name and powerful 
advertising of State Farm Mutual—leader in the auto 


industry for the past 16 years. 


STATE FARM 


STATE FARM MUTUAL AUTOMOBILE INSURANCE COMPANY 


Home Office: Bloomington, Illinois 
INGURANCE 
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Here’s what 
The Guarantee’s famous 5 Stars mean to 


agency 
builders! 


The Guarantee is growing nearly twice as fast as the average of all 
companies in this field. 1957 sales gained 200% faster than the national 
average rate of increase. The Guarantee had 50% more million-dollar-plus 
agencies in 1957 than in 1956 —an increase of ten! Of course, insurance 
business is good... but it’s better with The Guarantee! 1958 sales are 


booming too! 


Here is our guide to lifetime security and greater earnings for 
agencies and agents: 


1. COMPLETE LINE OF COMPETITIVE INSURANCE TO SELL — 
Life, Sickness, Accident and Hospitalization. 


2. TWO PERSONALLY TAILORED FINANCING PLANS 


to help recruit and start aggressive agents. 


3. NEW CONTRACT — LIBERAL FIRST-YEAR COMMISSIONS 
plus vested renewals and added awards for production, persistency, and length of 
service. 


4. EXCELLENT PENSION PROGRAM FOR GUARANTEE AGENTS 
to help agents plan for and enjoy later years with the same security they are selling to 
our policyholders. 


5. AGENCY-MINDED HOME OFFICE SUPPORT 
including outstanding field training programs and attractive sales packages that make 
closing sales easier. 


ACT NOW’! For more details about these and other 
advantages offered by The Guarantee, write directly to: 


i p.anverson -QURDRUNCze 
Agency Vice President 
8721 Indian Hills Drive 
Omaha 14, Nebraska 


MUTUAL LIFE COMPANY 


OMAHA 14, NEBRASKA 


LLL e 





ANU 


Ralph E. Kiplinger, President CLELULLLELUL LU CUCLULEL EEE CE 
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REINSURANCE 


A practical under- 
writer in your par- 
ticular line is at 
your service at our 
nearest Regional 
Office—as close as 
your telephone. 


MULTIPLE LINES 





EMPLOYERS REINSURANCE CORPORATION 


KANSAS CITY, MISSOURI 
21 West 10th St. 


NEW YORK CHICAGO SAN FRANCISCO 
107 William St. 175 W. Jackson 100 Bush St. 
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PRACTICAL FREE BOOKLET 


Many of these ideas have now been combined into a 
20-page, 8% by 11 booklet that tells full details of our 
special facilities to help you. It will show you: 


NE in five of your clients will buy life insurance in 
O the next year. How can you get this business? 
Probably most of them don’t realize you're interested. 
You should show them that life insurance is part of your 
business. To do this successfully you need two things in 


our agency: — a 
iii iatlied e Why it is profitable for your agency to write life 
1. A plan for prospecting, sales promotion and selling insurance 


that experience has shown really works. , 
e Complete details of CM’s plan to help you sell 


2. A life insurance company whose fieldmen and home 
office staff understand, and know how to work with e Why CM is a good company for you 
fire-casualty agents and brokers. ; ; ; 


. . a : e Why CM is a good company for your clients 
For many years Connecticut Mutual's field and office y a pany for y 


staffs have worked closely and successfully with thou- “ 
sands of fire-casualty agents and brokers. They know 
the special problems of selling life insurance through 
general insurance agencies to clients who have previ- 


Examples of successful life insurance selling experi- 
ences in fire-casualty agencies 


A copy of this valuable booklet is yours without obli- 


ously bought only fire and casualty lines from them. 
Connecticut Mutual has developed scores of practical 
selling, advertising and sales promotion tools especially 
designed for general insurance men. 


gation on your part. It has helped guide many general 
insurance men toward bigger net profits through selling 
life insurance. It can probably help you, too. Send for 
yours today! 














= imi %e, 
FOUR SPECIAL VALUES o = 5. FY, (6 IML 
~ a?" SS) * , 
FOR YOU amo, Lhe. Connecticut Mutual 
ce & v 
Fire-casualty men who offer life . ae LIFE INSURANCE COMPANY : HARTFORD 


insurance first to Connecticut Mutual, 
and meet other basic qualifications, 
can get these advantages with CM: 


Connecticut Mutual Life Insurance Company * Hartford, Connecticut $-P-7-8 







1. Free hospital, surgical and major 


medical insurance 
I am interested in selling life insurance so please send me, free and 


without obligation, your new booklet “A Plan to Help General 
Insurance Men Sell Life Insurance.” 


. Free trips to sales conventions 





we 


. Beyond liberal commissions for 
the first ten policy years, a 2% fee 


in eleventh and subsequent years Name 


(PLEASE PRINT) 


4. Write life insurance without medi- 
cal examinations 


Street — seen = 


Town or City _ | - 
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He has an 
EXPERIENCED 


GRASP on his 








client’s problems 


When a life underwriter first 
meets a prospect, a number 

of intangibles come into play. 

You can call them experience — 
judgment—knowledge—training. 
Whatever you call them, they 

are there because of the approach 
this agent takes to his business. 
The John Hancock representative 
has prepared himself with many 

of the courses available through his 
company, and is equipped with 
up-to-date sales material. He 

is ready to give complete service — 
all-important in consistently 
selling larger amounts of 

needed insurance. 


LIFE INSURANCE COMPANY 


BOSTON, MASSACHUSETTS 
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U.S.F.&8G. AGENTS 
This is one of a series of advertise- 
ments appearing in THE SATURDAY 
EVENING POST, TIME and NEWS- 
WEEK ... designed to increase your 
prestige with the insuring public. 


river boat was chosen with care. 
The safety of everyone on board 
depended on his soundings. 
Today, when you depend on 
insurance for protection 
... SELECT AND 
CONSULT AN INDEPENDENT 
INSURANCE AGENT OR. 
B53 6{0)<62) 2 e-tom (0) 0M0) 08) 
B@) 0) 5 0/050) 10) EO) WAN 'B 6 8N 


= Casualty-Fire-Marine 
your/ Ire Insurance * Fidelity- 
insurance i /AGENT Surety Bonds 


United States Fidelity & Guoranty Co., Baltimore 3, Md. + Fidelity Insurance Co. of 
Canada, Toronto « Fidelity & Guaranty Insurance Underwriters, Inc., Baltimore 3, Md 





superior performance in agency operation 


H. F. JOHNSON (L.) Chicago — President's Trophy Winner HAROLD T. DILLON (L.) Atlanta — President's Plaque Winner 


FRED S. FERN (L.) Newark — President's Plaque Winner HAROLD SMYTH (L.) Hartford — President's Plaque Winner 


We honor these outstanding general agents 


Each year National Life awards the President’s Trophy to a general agency 
in recognition of ‘‘most outstanding performance in agency operation and 
development.” 

Weare proud to announce that the 1957 President’s Trophy was won by our H.F. 
Johnson Agency of Chicago. Presenting the Trophy is President Deane C. Davis. 

Awards are also presented to three additional agencies for their outstanding 
performance in agency operation. In recognition of their achievements, 1957 
President’s Plaques were awarded by Vice President Clyde R. Welman, CLU, to 
the Harold T. Dillon Agency, Atlanta, the Fred S. Fern Agency, Newark, and 
the Harold Smyth Agency, Hartford. 

To these top ranking general agents and their staffs we extend heartiest 
congratulations. 


National Life of Vermont 
_ owe : ail any Me nlf her 


AS SOLID AS THE GRANITE HILLS OF VERMONT 
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“HARD WAY” JONES NEVER HAD IT SO BAD 
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—AND HE LOVES IT! 
Old ‘‘Hard Way” hates progress— 


Won't use a car, 

Has a one-way ‘phone (receiving only), 
Counts his stamps, 

Does his selling alone. 


‘bye, ‘bye, ‘Hard Way.’ Competition is getting tough on “seat-of-the-pants’ selling. 
BUT 


prospects were never better for forward-looking agents! 


Policies are broader, better than ever. Prospects have more things that need 
protecting. If you put the two together, business will be great in ‘58! 


We've got the ammunition for you— come on along with THE HOME! 


She HOME) Ste, over 
Property Protection since 1853 


The Home Indemnity Company, an affiliate, writes Casualty Insurance, Fidelity and Surety Bonds 








WESTERN ano SOUTHERN LIFE... 


Acknowledges with great pride its sincere 


appreciation of the outstanding contributions 


made by 


THE SPECTATOR 


since it was first published ninety years ago. 


W. heartily congratulate the editorial and 
production staff for their excellent presenta- 
tion of ideas and facts about the Life insur- 
ance industry year after year. 


Wilam C Safford 


President 


THE WESTERN AND SOUTHERN LIFE INSURANCE COMPANY 


A Mutual Company * HOME OFFICE: CINCINNATI, OHIO 


SOUTHEASTERN DIVISION OFFICE SOUTHWESTERN DIVISION OFFICE 
ASHEVILLE, NORTH CAROLINA GALVESTON, TEXAS 


MID-CONTINENT DIVISION OFFICE WESTERN DIVISION OFFICE 
ST. LOUIS, MISSOURI BEVERLY HILLS, CALIFORNIA 
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Steady Hand at the Helm 


ANNIVERSARY 


We members of THE SPECTATOR 
staff want to acknowledge the wis- 
dom and guidance Tom Cullen so 
willingly gives to all of us. His deep 
perception into any and all insurance 
questions amazes us daily. 

For 45 years—half the life of THE 
SPECTATOR—Tom Cullen has been 
an energetic force in establishing 
and maintaining SPECTATOR pub- 
lications and services. 

In appreciation of all his talents 
and looking forward to his continuing 
guidance for many years to come, we 
dedicate this 90th anniversary issue 


to Editor Thomas J. V. Cullen. 





WILLIAM M. ALRICH ... MARY E. BROWN .. . SIDNEY BUSHLER... A. E. DILORENZO... F. EpwIn FARLEY... 
GEORGE W. GLENDENNING ... KATHLEEN V. HARDY . .. ROBERT Q. HINCKLE ... GERALD J. HORAN .. . ELINOR M. 
KINLEY .. . HOWARD KOHLBRENNER ... MARIAN MALONEY... RUTH M. RAABE... . GERTRUDE D. SCHNEIDER... 


KATHRYN R. SENDA... WILLIAM J. SMYTH ... RAY STROUPE... PAUL WOOTON 
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The Editor Writes About 


N my way to the Coast in the 
early Thirties, I was flattered to 
be favored by a family of three, 
one of whom was a lovely young 
lady. My ego was a bit shattered 
when I learned that their interest 
in me was not my charm but be- 
cause they understood I was the 
editor of THE SPECTATOR. Being 
Canadians, they held in high es- 
teem THE SPECTATOR—that is, the 
English publication. 

Down the years, many people 
have wondered how an insurance 
paper happened on such a revered 
name. Our staff has always con- 
tended that it was because our 
writing standards were high. How- 
ever true that may be, the true 
answer is given in a reminiscence 
of Judge Lewis H. Davis, an Illinois 
Superior Court Judge, who became 


45 Years with 


a member of the general agency 
firm of Davis and Requa of Chicago. 
Judge Davis recalled in 1888 
that, in the month of January, 
1868, James H. Goodsell and 
Charles D. Lakey came to his office 
with copy for a new magazine. An 
introduction styled, ‘Ourselves,’ 
contained the following: 

“It is no part of our programme 
to enter the lists against insurance 
journals. If they are prosperous, we 
shall rejoice. If in their existence 
a want is satisfied, we, too, are 
satisfied. But, taking a new and 
hitherto untrodden course, we shall 
aim to discuss measures and ques- 
tions relating to insurance in an 
earnest and sincere desire to deal 
justly always, harshly when neces- 
sary. We shall expose villainy 
wherever it exists, careless of the 


warfare which such exposure shall 
invite. We shall defend the legiti- 
mate against the illegitimate. We 
shall denounce whatever shall tend 
to the debasement of the insurance 
cause, whether it arises within or 
without the insurance field. We 
shall endeavor to point out salutary 
reforms, whether it be in the in- 
terest of insurers or insured. Thus, 
we hope to establish an insurance 
journal which shall exist solely 
upon the strength of honesty, inde- 
pendence, dignity and usefulness.” 

The Judge recounts, that, after 
reading “Ourselves,” it reminded 
him of a paper published in London 
in the 18th Century. “To correct 
the vices, ridicule the follies, and 
dissipate the ignorance,” which too 
generally prevailed at the com- 
mencement of the eighteenth cen- 





OM CULLEN in my opinion is 
the wisest, most modest and—for 
those who will draw him out—the 
most entertaining insurance news- 
paper man—outside of our own or- 
ganization—who attends conven- 
tions in that field. That’s what I 
think after constant observation at 
hundreds of conventions and meet- 
ings which I have attended with 
him. His deep-seated insight into 
insurance, based on long experi- 
ence, is accompanied by accurate 
and witty lowdowns of personalities 
in public life. He knows how Wash- 
ington and Albany and New York 
click because he has been in such 


20 


Tributes to T.J.V. Cullen 


By CLARENCE AXMAN, Editor The Eastern Underwriter 


continuous confidence with so many 
persons who handle the machinery 
of government and has influenced 
many of them. As to that modesty 
note, he never sounds off in public 
unless asked for his views. 

Much of his knowledge and in- 
formation flair he has gathered by 
being Democratic “boss” of four 
counties in New York state where 
his analysis of public affairs and 
consultation services to the party 
made him a logical candidate to be 
New York chairman of the Demo- 
cratic state Committee in New 
York State, a post which he did not 
care to accept. 


He is an influential layman in the 
Catholic Church. While an under- 
graduate at Fordham University 
his roommate was Frank Spellman, 
now Francis Cardinal Spellman. 

At the last annual meeting of 
American Life Convention, an or- 
ganization of more than 230 life 
insurance companies, the president 
of that association, John A. Lloyd, 
Union Central Life president, and 
his convention program committee, 
wanted the consent of Cardinal 
Spellman to address this convention 
held in Chicago. The committee 
felt that the best way to approach 

Continued on page 117 
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The Spectator 


tury, “are the great and noble ob- 
jects THE SPECTATOR ever holds in 
view.” The sponsors were quick to 
accept the cue that the Judge had 
given. And so was born THE SPEC- 
TATOR, with Judge Davis as the 
godfather. 

Shortly before the first issue, 
Charles Lakey retired from its pro- 
motion and Charles Goodsell, the 
brother of James, became the first 
editor. The Goodsells were men of 
vision and ambition. After they 
had established THE SPECTATOR 
firmly and moved it from Chicago 
to New York, they became celebri- 
ties in many fields. Mr. Lakey, who 
had been interested in art and was 
editor of a paper on art, later 
became a responsible editor of 
another insurance journal called 
Insurance. 


The enterprise and trained jour- 
nalistic skill that were enlisted in 
the publication of THE SPECTATOR 
at its birth marked a new era in 
insurance journalism. It at once 
assumed a forecast place in insur- 
ance circles and attained an envi- 
able reputation as a news gatherer 
and as an educator. The best writ- 
ers upon insurance topics became, 
and throughout the years have been, 
contributors. Many works that have 
become standard insurance text 
books first saw the light in the 
columns of THE SPECTATOR and be- 
came essential factors in the pro- 
tection of America and Americans 
from financial loss. 

In 1868, after the Civil War, 
came unprecedented industrial 
growth. Insurance was in demand. 
The great national associations to 


By T. J. V. Cullen, Editor 


Editorial Note: The length of the articles 
contained in this issue of THE SPECTATOR 
or their position in the “make-up” are not 
indicative of their value or importance. 
The arrangement is dependent upon the 
space to be occupied without reference to 
the merits of the various articles. All are 
of the best, and all would be entitled to 
first place were it possible to assign it to 
each of them. We thank each of the con- 
tributors for accepting our invitation to 
allot a portion of their valued time to our 
90th anniversary. 


guarantee its integrity were organ- 
ized. The American Experience 
Table of Mortality was promui- 
gated. In 1905 began the _ re- 
appraisal of the good and evil re- 
sulting from the vast and sprawling 
corporations which had to come to 
wealth and power, and of the great 
tycoons who had developed them 
into monopolies and trusts. Insur- 
ance came under this same scrutiny. 
A new code of laws and ethics was 
written, by which insurance was 
to give to each American, for each 
of his possessions, a 
against every vicissitude that na- 
ture and evil forces could interpose. 
There is always temptation when 
Continued on page 95 
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from Three Friends 


By WILLIAM C. SAFFORD, President Western & Southern Life 


‘AR MR. CASPER: 

I want to thank you for your 
letter which gives me an oppor- 
tunity to express publicly my ap- 
preciation of Tom Cullen person- 
ally and also tell of the services 
Tom has performed for the West- 
ern and Southern. 

Tom Cullen’s contributions to the 
success and welfare of the Western 
and Southern have been many and 
varied. However, I know he would 
consider it out of character if I 
were to give in detail all that he 
has done for our Company. 

In the eight years he has served 
as a director, he has been responsi- 
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ble for the Company’s publicity, ad- 
vertising and similar public rela- 
tions matters. He has on occasion 
been designated to serve as a mem- 
ber of the Executive and Finance 
Committees. 

Most important, however, he has 
brought to Western and Southern 
his vast and extensive knowledge 
and understanding of all phases of 
the insurance industry. 

I want to thank you for allowing 
me to share in your tribute to Tom 
and to wish for THE SPECTATOR 
and Tom Cullen every success. 

Sincerely, 
William C. Safford 


By LEVERING CARTWRIGHT, 
Cartwright, Valleau & Co. 


AM delighted to get my oar 
in on the ninetieth birthday of Tom 
Cullen’s magazine and on his forty- 
fifth year as an editor. 
journalism is the fountain of youth, 
and Tom belies his years. I thought 
he himself was ninety years old 
thirty years ago when I first met 
him, but he hasn’t changed a bit 
and now he doesn’t look a day older 
than Clarence Axman. 

Tom is a friend that it is always 
a joy to run into. He has big ears, 


Insurance 


a compassionate and sympathetic 
nature, an appreciative chuckle, 
and wise counsel when he _ has 

Continued on page 117 
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LIFE INSURANCE 


as an Institution 


4 
H DITOR Cullen, in soliciting 
this article, kindly speaks of me 
as a “Nonagenarian Nestor’ who 
happened to be born at very nearly 
the same time as the two institu- 
tions to which he and I respec- 
tively have devoted all of our 
working lives. While disclaiming 
the wisdom of a Nestor, I must 
plead guilty to the “Nonagena- 
rian” part of the charge, having 
been born more than 90 years ago, 
on August 30, 1867—a few months 
before the almost simultaneous 
birth of Metropolitan and SPECTA- 
TOR, early in 1868. If my service* 
with this company has bestowed 
upon me any wisdom, I would 
rather direct that to some rem- 
iniscences and comments on the 
American life insurance institu- 
tion which SPECTATOR and Metro- 
politan have served so long, more 
than to either of our two specific 
institutions. 

In developing these reflections 
about the broader institution, I in- 
stinctively recall some connections 
with the growth of the general 
American economy, too. The eco- 
nomic relationships or aspects of 
things have long had a special 
fascination for me, even as a teen- 
ager, though I did not until after 
years realize I was thinking “eco- 
nomics”—any more than the man 
who was so surprised to learn he 


* Editor’s Note-—On May 7 of this 
year, the Metropolitan celebrated in Mr. 
Ecker’s honor his completion of 75 years’ 
service. The last 20 of those, since his 
formal retirement, have been (at his in- 
sistence) unremunerated, although I know 
that he still works every day at the office! 
Thus he has worked for Metropolitan 
over four-fifths of its history. My years 
with THE SPECTATOR at 45 cover only half 
of that publication's history. 
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In 1883 a young man looked the part of a business man when 
he took his first position, even though he might be only 15 
years old. Above is Mr. F. H. Ecker, 15, as he began his 
career with Metropolitan Life 75 years ago. 


had all his life been speaking 
“prose”! 

And my remarks on these mat- 
ters are not confined to the United 
States, for of course we all recog- 
nize that a part of America is our 
Sister Nation to the north. Can- 
ada, besides being close to my 
mind and heart, happens further- 
more to be another “Nonagena- 
rian,” making it a foursome. In 


fact, she is a bit older than the 
other three of us—having been 
born July 1, 1867, when the Brit- 
ish North America Act went into 
force. 

First a few words by way of 
background. Of course, the eco- 
nomic climate of 1868, even more 
so than now, was one of private 
enterprise. Government was more 
on the sidelines, except by way of 
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THREE 90th ANNIVERSARIES 


By FREDERICK HUDSON ECKER 


Honorary Chairman of the Board 
Metropolitan Life Insurance Company 





Today, Mr. F. H. Ecker still attends to business as honorary 
board chairman. In a company booklet in his honor, he gave 
this 90th birthday advice: “Work. Work a little harder. 
Work a little longer. Work." 


aid to railroad building, home- 
stead grants to citizens, and tar- 
iffs. The income tax, enacted as 
a Civil War measure, was already 
on the way out, and not to come 
back until practically a half-cen- 
tury later. 

The economy was being trans- 
formed from rural to urban. As 
more and more people sought their 
livelihood in towns and cities, 
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they thereby promoted industrial- 
ization, which in turn helped set 
the environment and highlighted 
the need for life insurance. The 
principles of life insurance were 
already well established. In that 
very year, 1868, the American Ex- 
perience Table of Mortality was 
first published as a part of New 
York law. And, only shortly be- 

Continued on page 44 








Frederick Hudson Ecker can write about 
"Life Insurance as an Institution" because 
for three-quarters of a century he has been 
an astute observer, an active participant, 
and a wise leader of both the "Institution" 
and Metropolitan Life Insurance Company. 

Thus we can honor in this issue three 90th 
Anniversaries—the founding of Metropoli- 
tan Life itself, Mr. Ecker's observance of 
his own 90th birthday, and the 90th year of 
continuous publication for The Spectator. 

Mr. Ecker, then a lad of 15, began work- 
ing for Metropolitan on May 7, 1883. Fif- 
teen years later he had risen to manager 
of the bond and mortgage division. This 
early interest in investments and real estate 
led him later to guide the company into 
the field of low-cost housing. As early as 
1922, Metropolitan set up on Long Island 
its first such project. In the 1930's, it 
financed Parkchester with 12,272 dwelling 
units which could house close to 40,000 
people. 

After having been comptroller and treas- 
urer, Mr. Ecker became vice president of 
Metropolitan in 1919 and in 1929 he suc- 
ceeded Haley Fiske as president. He 
guided the company through the Depression 
years and when he reached the manda- 
tory retirement age of 70 he became chair- 
man of the board at the insistence of the 
board. 

Although he has served these last twenty 
years without pay, the Honorary Chairman 
of the Board has been in the office almost 
daily, still 
work of the company which now has $80 


participating actively in the 


billion of life insurance in force and assets 
of over $15.5 billion. 

In 1953 he stood by as his son, Frederic 
W. Ecker, was chosen the present president 


of Metropolitan Life. 
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Underwriting 


“It was the best of times, it was the worst of times, 

it was the age of wisdom, it was the age of foolishness .. . 
it was the season of Light, it was the season of Darkness, 
it was the spring of hope, it was the winter of despair." 


|, will be difficult for some in 
our business to believe that the 
above passage was written a cen- 
tury ago by Charles Dickens and 
not in 1958 by an editorial writer 
of the SPECTATOR reviewing the 
current insurance scene. The fact 
that Dickens was writing of an- 
other and different kind of revolu- 
tion fails to diminish the aptness 
of his quote as an analogy of what 
has been described by one veteran 


A Tale of Two Cities 
Book |, Chapter | 


of the business as the “frantic 
fifties.” 

At no time in our history has 
there been such an exacting and 
exhaustive re-appraisal of the phi- 
losophy and application of the busi- 
ness and at no time have we wit- 
nessed such a relentless search for 
the means and methods to maintain 
our leadership. That this soul- 
searching has been conducted in a 
period as challenging as any we 


have faced in more than half of a 
century, only adds to the sense of 
immediacy and dedication. 

In such an atmosphere, and after 
suffering “the slings and arrows of 
outrageous fortune” for many 
months, it becomes increasingly 
difficult to indulge in prognostica- 
tion. 

However, in spite of all the tur- 
bulence of recent months, it is still 
possible to see and review generally 
those phases of the business des- 
tined for significant change in the 
months and years ahead. Foremost 
of these would seem to be in the 
area of marketing and merchan- 
dising—an area, I might add, where 
we have been only partially success- 
ful in the past and where we must 
intensify our efforts in the future 





\ Vex THE SPECTATOR first 


appeared in Chicago, during the 
hopeful but turbulent years of re- 
construction, the weary States were 
slowly reweaving their social fab- 
ric. The War Between the States 
had torn apart the entire social 
structure and its economic founda- 
tions. Before the United States 
was to regain its unity, there was 
a long road to be traveled. Infla- 
tion, severe enough in the North, 
was crippling in the Confederacy. 
Its industrial organization had been 
set back by a decade. The bonds of 
marriage and the welfare of fami- 
lies had been gravely damaged. Yet 
the country was bound for recovery, 
league by league. 

In the pilgrimage toward today, 
not even the courageous and “high- 
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toned” SPECTATOR could have fore- 
seen what a powerful instrument 
and faithful servant life insurance 
was to become along the road to 
the world we know. 

In 1868, the people of America 
had the common human longings. 
They felt the need for family life, 
for security, for higher standards 
of living. They yearned for finan- 
cial independence. In this atmos- 
phere of zest for responsible free- 
dom, life insurance brought the 
priceless social gift of personal en- 
terprise within the bounds of co- 
operative security, and it bestowed 
benefits for the strength of family 
life, for education, home mortgages, 
health—and increasing longevity. 
Life insurance enormously stimu- 
lated the economy upon which the 


reedom For 


social health of a nation depends, 
by its investments, its role as a 
means of saving, and its expansive 
effect on industrial organizations. 

If immortality is the genius to 
move others long after you your- 
self have stopped moving, insur- 
ance is financial immortality. It 
casts a long shadow of future pro- 
tection from the individual to his 
family. By keeping families intact 
in time of need and stress, life in- 
surance not only protects the home 
but also indirectly shores up the 
foundations of democratic capital- 
ism. The insured family has a 
stake in our economy. Beyond all 
this, the very job of the house- 
holder may have been made possible 
through the funds invested by the 
life companies in the economy of 
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The Future 


if we are to strengthen our com- 
petitive position. 

Because our marketing and dis- 
tributing methods have remained 
reasonably constant over the years 
and have demanded little attention, 
we have never called for maximum 
effort in this area. Now, when 
striking innovations in merchandis- 
ing are being employed by com- 
petitors to attract a segment of the 
insurance buying public, we must 
inspire similar, if not bolder, ac- 
tion if we are to retain the interest 
and support of this market. 

When we learn that one of our 
direct writing competitors appro- 
priates annually upwards of $7,- 
000,000 to a widely diversified pro- 
motional program, then it is not 
difficult to see how formidable the 


By KENNETH E. BLACK, President, The Home Insurance Co. 


task that lies ahead and how press- 
ing the need for prompt and intel- 
ligent action in this area. Such a 
large investment is particularly 
disturbing when we realize that an 
appropriation of this magnitude is 
denied to most of us on an indi- 
vidual basis. 
Fortunately, there has never been 
a deficiency of resourcefulness and 
imagination in our ranks as can be 
witnessed by the creative thinking 
brought to bear by our people in 
effecting improvements in the de- 
sign and content of insurance con- 
tracts, in our approach to the chal- 
lenge of the peaceful use of nuclear 
energy and in our response to the 
countless problems resulting from 
the daily maintenance of the busi- 
Continued on page 72 





Kenneth E. Black entered the insurance 
business in 1927 and has served at various 
times as an agent and broker, general 
agent or territorial manager and as chief 
He ioined The Home in 1942 
and during the war years supervised the 


executive. 


company's activities in war damage insur- 
ance, later becoming vice president and 
assistant to the president. He was elected 
president of the Home in 1954. 

He is vice chairman of the board of 
trustees of the American Foreign Insurance 
For the National Board of 
Fire Underwriters he is now chairman of 


Association. 


the Special Committee on Industrial Uses 
of Atomic Energy, and vice president. 











our country. 

About 150 years ago, long before 
life insurance became the largest 
pool of investment capital on the 
planet, the “Friendly Societies” of 
Britain developed rudimentary in- 
surance plans which exerted a pro- 
found effect on the social habits of 
their humble members. Unsound 
actuarially though many of these 
Friendly Societies were, they 
formed the social basis for the life 
insurance of today. Through them, 
hope for a new measure of security 
came to the common man. 

It is in America, however, that 
life insurance has had its greatest 
development. In 1868, life insur- 
ance in force was a little over a 
billion dollars, and there were 
fewer than a million policies in 
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By BYRON K. ELLIOTT, President, John Hancock Mutual Life 


Self-Development 


force. Only ordinary insurance 
was being written. Industrial in- 
surance was seven years away, and 
group insurance nearly half a cen- 
tury. 

The total assets of the legal re- 
serve life companies were roughly 
200 million dollars. To reach this 
level, it had taken over a hundred 
years since the establishment of 
the first life insurance association 
in America: The Corporation for 
Relief of Poor and Distressed Pres- 
byterian Ministers and of the Poor 
and Distressed Widows and Chil- 
dren of Presbyterian Ministers, 
founded in Philadelphia in 1759. 

The belief in the worth of indi- 
vidual life, which underlies the 
growth of life insurance in its 

Continued on page 84 





Judge Byron K. Elliott, president of John 
Hancock Life, is a graduate of Indiana 
University and Harvard Law School. He 
was formerly chief deputy, prosecutor of 
Marion County, Ind.; assistant attorney gen- 
eral of Indiana, and a judge of the Su- 


perior Court, Indianapolis. 


Judge Elliott is a director of the Old 
Colony Trust Company, Liberty Mutual Fire, 
Boston; Indiana University Foundation. He 
is a trustee of Wellesly College, Nertheast- 
ern University, and the Boston Society of 
Natural History. 














INETY years is not a tre- 
mendous span of time when viewed 
through the telescope of history. 
However, examined in detail, it can 
reveal a multitude of events that 
have had a tremendous impact on 
living during the _ period. 
Looking back over the past century, 
we are amazed at the vast changes 
that have taken place. Looking 
ahead to the next fifty years, we 
would indeed be deluded if we 
doubted that change will be the 
rule rather than the exception. 

The strong currents and cross 
currents which have affected our 
century most have influenced the 
lives of literally billions of people. 
Science, technology, medicine, po- 
litical ideas and social reforms have 


those 


Our Role in America: 


had their impact on populations all 
over our planet. If we can general- 
ize on the effects of these powerful 
influences, we can say that they 
have been twofold. On the one 
hand, they have served to stimulate 
in man the strong desire to be free. 
On the other hand, they have 
sharpened his demand for security. 
Technology, medical advances, 
education have been largely on the 
side of freedom. Political and so- 
cial forces have been directed for 
the most part to the attainment of 
security. 

In most nations of the world, 
freedom and security are consid- 
ered almost mutually exclusive. One 
has to be surrendered to make pos- 
sible the other. Socialism and com- 


munism have made freedom of the 
individual subservient to the secur- 
ity of the group. Our own society 
has placed its greatest value upon 
the individual rather than the state. 
However, we can observe in our 
own country, a very strong mani- 
festation of the prevailing trend 
towards security. It is not a fleet- 
ing economic or political fad, but 
an integral part of the general 
movement of society. 

Looking ahead to the survival of 
our institutions, it seems apparent 
that this will depend in large mea- 
sure upon our ability to keep the 
drive for security within the limits 
of personal freedom. I do not think 
I am being provincial when I say 
that the insurance industry will 





Financing Medical Costs . . . 


N the ever-changing panorama 
of modern insurance no recent de- 
velopment has been so spectacular 
or significant as the emergence of 
voluntary health insurance as the 
American people’s instrument of 
choice for meeting the financial 
consequences of disability. In all 
the history of private risk-bearing, 
the benefits of no form of protec- 
tion have been extended so rapidly 
to so many people in such a short 
span of years as American volun- 
tary health insurance. 

Although accident-and-health in- 
surance has had a continuous his- 
tory in the United States since 
1865, the stage was not set for its 
period of dramatic growth until 
the great depression of 1933 quick- 
ened the security consciousness of 
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the American people. Then, under 
the impact of wide-spread economic 
distress, the old system of meeting 
health care costs out of savings or 
current income broke down. Doc- 
tors and hospitals concerned with 
the ability of their patients to pay 
their bills, employers faced with 
the distress of disabled employees, 
labor unions exercised by the im- 
pact of disability costs on their 
members, and government, con- 
scious of the financial problems 
that disability entails for many, all 
began to demand the development 
of some socio-economic mechanism 
through which people could meet 
the costs of ill health without 
courting bankruptcy or suffering 
the indignity of charity. 

The overwhelming public accep- 


tance of voluntary private health 
insurance as the best way by which 
the majority of Americans can pro- 
tect themselves against the finan- 
cial consequences of disability is il- 
lustrated by the 2300 per cent in- 
crease in the volume of business 
done by private health insurance 
companies between 1933 and 1958. 
About 70 per cent of the population 
of the United States has the bene- 
fit of some voluntary health insur- 
ance protection, 123 million Amer- 
icans have hospital insurance, 111 
million surgical expense insurance, 
74 million regular medical insur- 
ance, and 15 million the newest 
coverage—Major Medical Expense 
insurance. Additionally, more than 
421% million of our gainfully em- 
ployed (approximately two-thirds 
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have a dominant role to play in this 
process. And its own survival may 
well depend upon its ability to sat- 
isfy both of these deep-rooted 
needs. 

It seems to me, therefore, that 
Wwe are going to have to pay in- 
creasing attention, as an industry, 
to providing individuals and fam- 
ilies with the means to attain “‘in- 
dependent security.” I coin this 
phrase because it seems to indicate 
best the strength and uniqueness of 
our system of insurance, as opposed 
to forms of personal and family 
welfare supplied by the state. ‘“Tn- 
dependent security” reflects the 
ability of every individual to pro- 
vide adequate protection for his 
family and business values, choos- 


By J. DOYLE DEWITT, President, Travelers Insurance 


“Independent Security’ 


ing freely the kinds and amounts of 
protection he desires. Over the past 
few decades, the desire for “inde- 
pendent security” has brought a 
vastly increased market to our in- 
dustry. It has developed a broader 
range of needs; it has created some 
revolutionary challenges to our 
methods of merchandising and dis- 
tribution. 

Only recently, however, have we 
awakened to the basic impulses be- 
hind this marketing revolution. 
We have responded to the pressures 
of change cautiously and without a 
planned strategy. I believe that the 
progress and profitability of our 
business during the years ahead 
will depend largely upon the ef- 

Contjnued on page 112 





J. Doyle DeWitt joined the Travelers as 
a claim investigator at Des Moines, lowa, 
in 1925. In 1927 he came to the home office 
where he worked in the Life, Accident and 
Group Claim Department. In 1943 he was 
made secretary in charge of all claim de- 
partments and in 1945 was elected assistant 
to the president. He became president and 
a director in 1952. 

Mr. DeWitt is also a director of the 
Chase Manhattan Realty Corporation and 
Chase Manhattan Bank, the Hartford Na- 
tional Bank and Trust Company, Hartford 
Better Business Bureau, and the Charter Oak 
Council (Boy Scouts of America, Inc.) 








By E. J. FAULKNER, President, Woodmen Accident and Life 


VOLUNTARILY 


of the civilian labor force) have 
protection against loss of income 
due to disability primarily through 
the policies of insurance compa- 
nies. 

The amazing growth of volun- 
tary health insurance could only 
have occurred in our country. Here 
health care service is based on the 
private practice of medicine and 
the use of the voluntary general 
hospital. Insurers of all kinds have 
the opportunity to compete vigor- 
ously while experimenting widely 
in the development of new, differ- 
ent, and better forms of protection. 
The heterogeneity of insurer, the 
competitive necessity for experi- 
mentation and improvement have 
resulted in a voluntary health in- 
surance system which, while lack- 


July 1958 


ing in uniformity of approach, ben- 
efit and procedure, offers the buyer 
of insurance an opportunity to pick 
and choose from among the many 
different kinds of plans, that which 
best fits his needs and his ability 
to pay. Some 800 insurance com- 
panies, nearly 300 service plans and 
several score of independent plans 
such as the Health Insurance Plan 
of New York and the Ross-Loos 
and Permanente Plans of Califor- 
nia all offer their facilities to the 
American public. 

Despite wide and growing pat- 
ronage, voluntary health insurers 
are not without serious problems. 
The advantages of voluntary health 
insurance are clear-cut and posi- 
tive. They include preservation of 

Continued on page 91 





Edwin J. Faulkner, president and director 
of Woodmen Accident and Life, Lincoln, 
Neb., attended the Wharton School after 
graduation from the University of Nebraska. 
He joined the Woodmen Central Assurance 
as claim auditor in 1931, and became a 
vice president of Woodmen Central Life 
in 1936. 

Mr. Faulkner was president of the Health 
and Accident Underwriters Conference from 
1950 to 1951, and president of the Health 
Insurance Association of America 1956-57. 
He is a trustee of the Research Council for 
Economic Security, and of the Bryan Me- 
morial Hospital; and a director of the First 
National Bank of Lincoln, and the Lincoln 
Telephone & Telegraph Company. 
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L IS a pleasure to congratuate 
THE SPECTATOR on its ninety years 
of service to the insurance indus- 
try, and an honor to be asked to 
write, for its Anniversary Issue, 
some reflections on the momentous 
march of events and expansion of 
services that have taken place in 
U. S. life insurance during those 
four score years and ten. 

THE SPECTATOR, as it happens, 
came into being at a critical transi- 
tion point in U. S. life insurance 
history. The years prior to 1868 
were the formative years that wit- 
nessed the tentative transplanta- 
tion and imitation on this conti- 
nent of the British system of life 
insurance as exemplified princi- 
pally by the Equitable Society of 
London. We must remember that 


Our High Purpose : 


during the first half of the nine- 
teenth century, life insurance was 
a considerable novelty to most 
Americans. Frequently, public 
meetings were held for the purpose 
of discussing the question, and de- 
termining whether life insurance 
was or was not a good thing for the 
citizens of this country. 

Even as late as 1860, life insur- 
ance in force amounted to only $160 
million, and when the Civil War 
broke out, many thought the life 
insurance business would be hard 
put to it to survive. Instead, it 
was enormously stimulated, and 
throughout the war and the three 
years following the war, the num- 
ber of life insurance companies in- 
creased from 34 to 110, and insur- 
ance in force reached nearly a bil- 


lion and a half dollars. 

Thus, the year 1868 was a gen- 
uine milestone. It marked the birth 
of THE SPECTATOR. It marked the 
publication by the great actuary, 
Sheppard Homans, of the Ameri- 
can Experience Table of Mortality, 
the rock upon which the sound ac- 
tuarial structure of U. S. life in- 
surance was founded. And _ it 
marked that point in time when 
the principles of life insurance 
came to be understood and accepted 
in the minds and hearts of the 
American people, and when the 
business of life insurance came to 
be established as an integral fac- 
tor in the American economy. The 
foundations of the institution, in 
short, were now firmly in place. 
From then on, the story is one of 





: the progress and the 


profits of the insurance business 
depend on how well it serves the 
public. This, in turn, will be de- 
termined by whether or not the in- 
dustry understands and adjusts to 
vast changes which are transform- 
ing America. 

Companies which understand and 
adjust to these changes will pro- 
gress and increase their profit. 
Those which do not adjust will be 
left standing on the sidelines, 
watching others reap the profits 
which might have been theirs. 

In the past the industry as a 
whole has frequently responded 
quickly, even nobly, to crises. Its 
record during the depression of the 
1930’s is an example. Other proud 
chapters have been the response of 
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Insurance 


underwriters to catastrophic fires 
and windstorms, and their coopera- 
tion with government agencies in 
time of war. And the industry has 
shown itself able to respond quickly, 
albeit of necessity, to stimuli ap- 
plied by courts, insurance commis- 
sioners and legislatures. 

However, it has not been quick to 
make the internal changes neces- 
sary to seize the opportunities 
which the past decade of unparal- 
leled prosperity has offered. 

Along with golden prospects 
there have also, of course, been 
problems. Many varied and vex- 
ing ones currently demand our 
closest attention. In fire and cas- 
ualty circles, the results of 1957 
operations have been described as 
the worst since the Depression. 


rogress and 


However, the industry’s period of 
greatest growth immediately fol- 
lowed that Depression, principally 


because insurance managements 
had their eyes opened to an un- 
avoidable insurance truth: that 


profits must be realized from un- 
derwriting as well as from invest- 
ment. The current cycle of under- 
writing losses repeats the lesson of 
the 1930’s. If we heed that lesson, 
another period of growth and 
profits should lie ahead. 
Unfortunately, the industry as a 
whole seems to react more readily 
to the stick than to the carrot. And 
in general it has not capitalized on 
our recent prosperity. A major 
segment of the business has re- 
sisted change and has not shared 
in the rising tide of consumer 
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growth and development of the su- 
perstructure. 

There is a great and glorious 
story to tell, of course, in the 
growth, over ninety years, of life 
insurance in force from less than 
$1.5 billion to the $450 billion we 
can boast of today. And there is 
much that is inspiring in the his- 
tory of the changes life insurance 
has undergone—the liberalization 
of the basic policy, the introduction 
of new policies, and the develop- 
ment of many ingenious applica- 
tions of life insurance to meet the 
complexities of modern living and 
modern business. 

I hope I shall never be guilty of 
being inimical to change. I hope 
I shall always recognize and be 
responsive to the need for all of us 


By WILLIAM C. SAFFORD, President, Western & Southern Life 


Security, Stability 


in this business to keep life insur- 
ance flexible enough to meet chang- 
ing conditions and requirements as 
they arise. Nevertheless, I should 
like to use this opportunity to re- 
call some of the basic concepts of 
life insurance which have _ not 
changed essentially since 1868, nor 
should they have, and at the same 
time, point to certain recent prac- 
tices and tendencies in the business 
that are dangerously veering away 

from those basic concepts. 
Specifically, I have in mind the 
increasing emphasis, in the total 
life insurance picture, that is being 
assumed by group insurance, and 
by term insurance. This over-em- 
phasis, to my mind, is not in har- 
mony with the basic concept of 
Continued on page 69 





William C. Safford, president of Western 
& Southern Life, after service in the First 
World War, was appointed an examiner in 
the Ohio Insurance Department. In 1927 
he became the youngest Superintendent of 
Insurance in the United States. 

After resigning from the state organi- 
zation, he joined Western & Southern in 
1928, first as president of its two affiliates 
and later as vice president and director of 
the parent company. 

Mr. Safford is a director-member of the 
Advisory Council of the Bureau of Unem- 
ployment Compensation of Ohio. 








Profitability 


spending. 

This upswing in consumer buy- 
ing is a major aspect of an eco- 
nomic revolution which has been 
sweeping the nation for a decade 
and with which insurance men 
should be vitally concerned. Since 
all revolutions, whether economic 
or social, are made by people, let 
us examine the ways in which the 
American people are making this 
one. 

In the first place, there are vastly 
more of them than ever before. 
In 1946 the Bureau of the Census 
forecast an American population 
of 150 million by 1955. This fell 
short of the mark by 15 million. 
Today there are over 170 million 
people in this country, and the 
adults among them have more 
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By JOHN A. DIEMAND, President, Insurance Co. of North America 


money to spend than ever before. 
Moreover, they are going to en- 
joy longer lives than was dreamed 
possible a generation ago. 

At a Conference on Family Hap- 
piness and Security conducted by 
our companies at Disneyland last 
January, Dr. Paul Dudley White, 
President Eisenhower’s heart spe- 
cialist, made a prediction with im- 
portant implications for life, acci- 
dent and sickness insurance. He 
said progress in medicine’s war 
against infectious diseases indi- 
cates that the next generation may 
look forward to 110 years of healthy 
life, ended finally by a heart attack. 
This will force radical changes in 
our present ideas on retirement at 
age 65 and the size of incomes 

Continued on page 56 





John A. Diemand, oresident of Insurance 
Company of North America Group, ob- 
served his 25th anniversary with this firm 
on June 1/9 this year. He entered the in- 
surance business in 1903 at the age of 18. 

He started in the claims department of 
the Philadelphia Casualty Company, and 
when that organization was absorbed in 
1910 by Fidelity & Deposit of Maryland, 
Mr. Diemand moved to Baltimore, retaining 
his job as head of claims. His career with 
North America began when he accepted 
the post of executive vice president of In- 
demnity Insurance. In 1941 he was elected 
president of the companies. 

Mr. Diemand is also a director of the 
Pennsylvania Railroad, Central-Penn Na- 
tional Bank, and the Philadelphia Electric 
Company. 
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HERE are always the “pros’ 
and “cons” on the subject of Mul- 
tiple Line Underwriting. 

The “cons” say, “You said that 
the diversification offered by Mul- 
tiple Line Underwriting held the 
answer; that there wouldn’t be a 
ratio on all lines the 
same year.” The “cons” also say, 
“Now, look at it—it happened. Al- 
most all lines of insurance are 
suffering an increased loss ratio.” 

The “pros” come back and say, 
“If it hadn’t been for Multiple 
Line Underwriting and diversifi- 
cation, the situation with many 
companies would have been much 
Some companies writing 
a single line have suffered consid- 
erably more than those which have 
diversified their business by writ- 
ing Multiple Lines.” 


bad loss 


, 


worse. 


Multiple Lines, 


As a proponent of Multiple Line 
Underwriting for more than a 
quarter of a century, it is my per- 
sonal belief that the Fire and 
Casualty lines go together just 
like ham and eggs. The agents 
need complete service. They are 
going to get it from somebody. 
The policyholders need complete 
service. There might have been a 
time when a diet of eggs was sat- 
isfactory, but today we demand 
ham and eggs. Half service 
doesn’t fill the bill in this modern 
insurance world. 

Multiple Line Underwriting is 
here to stay. The diversification 
afforded by Multiple Line Under- 
writing has strengthened many 
companies, even though the loss 
ratio recently hasn’t been too fa- 
vorable. Multiple Line Underwrit- 


ing will continue to gain momen- 
tum, public demand will see to 
that. 

The greatest obstacle in the 
path of the insurance business 
now is spiraling inflation, which 
increases the cost of everything 
and makes present rates inade- 
quate. However, there are other 
contributing factors, especially in 
the automobile and general liabil- 
ity fields. Among these is the will- 
ingness of juries to give mam- 
moth verdicts. 

Rates for all lines must be in- 
creased to keep up with these fac- 
tors. Otherwise, in order to pro- 
tect the life of their company 
(and their surplus), companies 
will withdraw from certain areas 
and discontinue writing certain 
lines. Rates must be increased to 





PON this occasion—the 90th 
Anniversary of THE SPECTATOR—I 
congratulate the insurance indus- 
tries for having had for these 
many years, and continuing to 
have, the helpful services of THE 
SPECTATOR. Also my congratula- 
tions to THE SPECTATOR and its 
analytically minded and_ broad 
visioned editor, Thomas J. V. 
Cullen, upon his forty-fifth anni- 
versary of association with THE 
SPECTATOR. 

I feel it particularly appropriate 
that I should extend these greet- 
ings to the life insurance industry, 
because this year, 1958, also 
marks the 90th anniversary of the 


founding of the company with 
which I am at present associated 
-Pacific Mutual Life Insurance 
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Volume as a Measure 


Company. Also, because ‘1958’ is 
the 99th anniversary of the entry 
into the life insurance business of 
my preceptor and mentor, David 
Parks Fackler, who was an ad- 
mirer of the management and 
editorship of, and a frequent con- 
tributor to, THE SPECTATOR. 
Another reason for my essaying 
that role is that over the years 
past, when I was functioning as a 
consulting actuary with head- 
quarters in New York City, I con- 
tributed articles from time to time 
to help Tom Cullen in his ever 
continuing campaign to encourage 
purity and soundness in the life 
insurance business. It might there- 
fore be appropriate to here repro- 
duce the substance of a paper 
which appeared in the January 17, 


1935 issue of THE SPECTATOR. The 
title of that article, suggested by 
Tom Cullen, was “A Fundamental 
Which Some Company Officials 
Ignore. The Mere Acquisition of 
New Business and Annual In- 
crease in Volume is no Criterion 
of a Life Insurance Company’s 
Ultimate Success.” 

The opening sentence of that 
paper reads as follows: “Are those 
in control of some few of the stock 
life companies merely ignorant 
through sheer egotism or are they 
stubbornly blinding themselves to 
facts, delighting in a fool’s para- 
dise?” 

That paper was inspired, 
“prompted” may be the better 
word, by my having observed the 
unsound and almost reckless man- 
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By WALTER L. HAYS, 


President, American Fire & Casualty 


Safety Factor 


stabilize the business and permit 
the companies to give proper serv- 
ice to the public. 


Stabilizing Effect 


Competition has put most com- 
panies in the Multiple Line Under- 
writing field. Probably, this is the 
greatest single stabilizing contri- 
bution ever made to the fire and 
casualty insurance business. How- 
ever, it’s not stopping there. The 
life insurance business is entering 
the picture. For the first time, 
fire and casualty companies are 
rapidly invading the life insurance 
field. This will further stabilize 
the insurance business generally. 
Package policies, both fire and 
casualty coverages in one policy, 
will become more popular and 


soon will include life insurance. 

There are two factors vital to 
the lifeblood of the insurance in- 
dustry: 

1. Adequate’ rates 
quickly provided. 

2. Competition must prevail. 

Over the years, regulations have 
reduced the competitive factor. 
However, a firm stand should be 
taken to change this trend. Any 
company should be able to file a 
rate which its experience and fi- 
nancial position justifies. This will 
be the salvation of the insurance 
business and also is a promise of 
competitive rates and good serv- 
ice to the policyholders. 

If competition should be denied 
the insurance business, it would 
stagnate and deteriorate. The rail- 

Continued on page 104 
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Walter L. Hays organized the American 
Fire and Casualty Company in 1927, and 
has been its president ever since. The 
company, with headquarters at Orlande, 
Florida, operates in fourteen Southern states 
and the District of Columbia. 

Born in Loogootee, Indiana, he began his 
insurance career at 15. When he was 18, 
Mr. Hays was sent to lowa in charge of 
an agency for the New World Life. 

He now is a director of the First National 
Bank at Orlando; a director of the Ac- 
ceptance Corporation of Florida and past 
president of the National Association of 
Independent Insurers. 





of Success 


ner in which some fairly sizable 
life companies were being‘ con- 
ducted under the direction of new 
owners who had had no prior life 
insurance experience. 

Though I have not had oppor- 
tunity to observe whether there 
are any similar situations to-day, 
it occurs to me that, in view of the 
many new life companies that 
have been launched in the past 
few years, some as companions to 
companies doing other lines of in- 
surance, it might be timely to re- 
produce, as beforesaid, the sub- 
stance of that article of twenty- 
three years ago. I would remind 
some of the oldtimers, and ac- 
quaint the newcomers, of the fact 
that it was striving to be the 
largest life company that occa- 
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By WILLIAM BREIBY, FSA, FCAS 


Vice President, Pacific Mutual Life 


sioned the abuses which led to the 
Armstrong Investigation in 1905. 


The Production Problem—1935 


Production of new business is 
the particular problem which ap- 
parently will always be with the 
life companies. The fact that it is 
a problem is sometimes obscured. 
We have for many years now 
heard much about “quality” busi- 
ness as distinguished from “quan- 
tity” business. That has been the 
theme at the meetings of company 
and agency associations for sev- 
eral years. But there still seem to 
be some who do not grasp the 
significance of that theme, and 
there are others who can be, and 
are, beguiled into the belief that 


William Breiby began his _ insurance 
career in 1902 with the firm of David Parks 
Fackler, consulting actuary in New York. 
Later a partner, he was with the organiza- 
tion until 1937 when he joined Pacific 
Mutual Life. Mr. Breiby has had extensive 
experience in examining and advising on 
the operation of life companies. He has 
served as consulting expert to several 
government agencies, and has written a 
number of books. Among these are "The 
Essence of Life Insurance;"’ and “Valuing a 
Life Company," published by THE SPECTA- 
TOR. 


volume production is “The Thing.” 
Several top executives, particu- 
larly the newcomers, apparently 
look with pride and joy upon in- 
creasing new business as conclu- 
sive evidence of success. 

The subject may appear hack- 
neyed, but it still demands repe- 
tition. The primary purpose—one 
might say the sole purpose—of a 
life company is to provide con- 
tinuing life insurance protection. 

Continued on page 103 
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N an address delivered at the 
annual meeting of the Life Insur- 
ance Association of America in De- 
cember, 1955, Marion B. Folsom, 
Secretary of Health, Education and 
Welfare, challenged the insurance 
industry to improve and expand 
coverage under insured pension 
plans by the following words: 

“Although our strides have been 
great in the private pension field, 
there is a crying need today for a 
renewed display by the insurance 
industry of its traditional enter- 
prise and ingenuity. Even with our 
advances, many millions of workers 
still lack sufficient protection. We 
need more and improved private re- 
tirement plans, and we need im- 
provements in many plans already 
in effect.” 

An examination of the array of 


Pension Fund Tax 


insurance company pension con- 
tracts, stimulated by competition 
between insurance companies and 
between insurance companies and 
bank trustees, will lead to the con- 
clusion that Secretary Folsom’s 
confidence in the “enterprise and 
ingenuity” of the insurance indus- 
try is fully justified. However, 
there is one important limitation 
on the development of insured re- 
tirement plans which no amount of 
enterprise and ingenuity can over- 
come. This is the serious tax dis- 
crimination in favor of trusteed 
non-insured plans arising from the 
fact that the investment earnings 
of a pension fund for a Section 
401 qualified plan are tax exempt 
if held by a trustee whereas, under 
the Federal law applicable to 1957 
and prior years, the investment 


earnings of funds associated with 
an insured pension plan are, in ef- 
fect, subject to Federal income tax. 

This discrimination has been a 
matter of concern to the life insur- 
ance industry for a number of 
years and appropriate relief has 
been repeatedly urged before Con- 
gressional committees. The most 
recent statement was made to the 
Senate Finance Committee on 
March 5, 1958, by Deane C. Davis, 
appearing for the American Life 
Convention, Life Insurance Asso- 
ciation of America and the Life In- 
surers Conference. The following 
are pertinent excerpts from Mr. 
Davis’ statement: 

“There is one glaring inequity, 
even in the Mills law in its present 
form, which demands early consid- 
eration and action. ... I refer to 





HERE appears to have grown 
in the past fourteen years an im- 
pression that rating laws in the 
United States were an outgrowth of 
the SEUA decision, and did not 
exist before it. Nothing could be 
further from the truth. Long before 
that decision, there had existed, 
pursuant to the laws of many states, 
rating organizations through which 
companies acted in concert in the 
making of rates. These organiza- 
tions had not come into being be- 
cause of any monopolistic desires 
of insurance companies; on the con- 
trary, the experience of years had 
proved them to be necessary in the 
interests of the public and the com- 
panies. 
The SEUA decision did not 
change this; it merely shifted the 


Advice to Congressional 


right to regulate insurance compa- 
nies from the states to the Federal 
government. The Congress, how- 
ever, by Public Law 15 allowed the 
regulation to remain with the 
states. It was never even remotely 
suggested that rating organizations 
should be abolished—rather, the 
necessity for them was more wide- 
ly recognized. 

Unfortunately, however, since 
the SEUA decision, there has de- 
veloped a tendency to ignore the 
lesson of history and go backward, 
until we are in real danger of re- 
verting to the chaos and confusion 
which rating laws were originally 
designed to cure. 

In New York we probably have 
a clearer historical record in rate- 
making than in any other state, and 


this history has been well summed 
up in the decision of New York’s 
highest court, in the case of Im- 
porters & Exporters Insurance Co. 
v. Rhodes. In the opinion in that 
ease it was pointed out that the rat- 
ing organization was an outcome of 
the inability of any one company to 
conduct adequate rate making ac- 
tivities and the fact that credible 
rates could not be made upon the 
basis of the experience of any one 
company, no matter how large. 
Reference is also made in the 
opinion to the Merritt and Lock- 
wood investigations in New York, 
which led to the rating law. In those 
investigations, it was clearly dem- 
onstrated, first that in the absence 
of rate regulation every company 
had a different rate, and, secondly, 
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By ROBERT L. HOGG, Vice Chairman of Board 


Discrimination 


the matter of discrimination 
against insured pension and other 
annuities. ... 

“In the exhaustive hearings be- 
fore the Ways and Means Commit- 
tee, witnesses representing both 
insurance companies and small busi- 
ness pointed out that the tax paid 
by life insurance companies on that 
portion of investment income 
earned on insured pension funds 
created a discrimination against 
small businesses. Small companies 
have no alternative but to insure 
their pension plans. Large compa- 
nies with a large number of em- 
ployees have a choice in setting up 
their pension plans as to whether 
they will deposit their funds with 
corporate trustees or purchase an- 
nuities from a life insurance com- 
pany. 


“The trusteed method is available 
to large employers because with a 
large number of employees they 
can safely underwrite the mortal- 
ity involved, since the law of aver- 
ages will work for them with large 
numbers the same as it will for an 
insurance company. This method is 
not open to small business with a 
few employees since all experience 
indicates that the underwriting of 
a precise level of mortality with re- 
spect to a few lives is a hazardous 
undertaking and would be a busi- 
ness decision bordering on gam- 
bling. 

“But under existing laws the 
large employer, by depositing the 
funds with a corporate trustee, 
completely eliminates the invest- 
ment income from the Federal in- 

Continued on page 118 


Equitable Life Assurance Society of U.S. 


Robert L. Hogg, vice chairman of the 
board of The Equitable Life Assurance So- 
ciety, was admitted to the West Virginia 
Bar in 1916. After service overseas in 
World War |, he was a prosecuting at- 
torney in Mason County, W. Va. As a 
member of the West Virginia State Senate 
from 1924 to 1928, he served as chairman 
of the Committee on Taxation and Finance. 
Later Mr. Hoag was a member of the 7Ist 
and 72nd Congress. In 1935 he was ad- 
mitted to the New York Bar. 

From 1946 to 1954 Mr. Hogg was ex- 
ecutive vice president and General Coun- 
sel of the American Life Convention. 





Investigators 


that in the “free and open competi- 
tion” which resulted, many small 
companies were forced out of busi- 
ness. 

To correct this situation, the first 
rating laws were enacted. At first, 
they merely gave the Superinten- 
dent power to call upon companies 
to file rates. This did not correct 
the situation and so it became nec- 
essary to require companies to be- 
long to the rating organization and 
file rates. In this connection also 
there was introduced a principle 
that has been carried forward to 
the All Industry Bill—to the effect 
that stock companies acting in con- 
cert in the making of rates had to 
allow room for mutual competition, 
and were not permitted to make 
rates which in effect would make it 


July 1958 


By JOHN 


virtually impossible for mutuals to 
pay dividends. All these laws were 
the outcome of sad experience, and 
were designed to protect the public 
and the solvency of companies. Due 
recognition was also given to the 
fact that in our form of economy, 
the right to make a profit should be 
protected. 

In New York we went along for 
many years on the basis of those 
laws, and the state built up an un- 
rivalled record for safety and sol- 
vency of companies. The prohibi- 
tion against unfair discrimination 
between risks assured an equitable 
system of rating, and everybody 
was satisfied. 

Then along came SEUA, and Pub- 
lic Law 15, which were not bad in 
themselves, but in the interpreta- 


R. BARRY, Executive Vice President 
Corroon & Reynolds 


In addition to being executive vice presi- 
dent of Corroon & Reynolds, John R. Barry 
is chairman of the board of Merchants 
and Manufacturers Insurance, and presi- 
dent of the other member C&R firms. He 
is a native of Brooklyn and a graduate of 
St. John's Preparatory School and the Pace 
Institute. Mr. Barry is also on the board of 
Diebold, Inc. 


tion they received which is, in ef- 
fect, that we are required to go 
back to the laws of the jungle 
which existed before effective rat- 
ing laws were passed. This inter- 
pretation is evident in the wide- 
spread—and one might almost say 
reckless—permission for deviations 
and “independent” filings, which, 
we are told, are necessary for the 
preservation of free and open com- 
petition. We are told that it is 
mandatory that such competition 
exist. From a layman’s point of 
view, and with all due deference to 

Continued on page 59 





N the ninety years of THE 
SPECTATOR’S existence life insur- 
ance has undergone a great trans- 
formation. Our own company, The 
Union Central, celebrated its 90th 
anniversary in 1957 and that event 
caused us to look back across the 
long span of these years and to 
compare those yesterdays with to- 
day. 

Then was the time when life in- 
surance was thought of generally 
as protection only and the bulk of 
it was written in ordinary life, 
limited pay life, and endowment 
forms. Term insurance, “gimmicks” 
and mass selling were unknown. 
Today, they almost dominate the 
market. 

Students of our industry, noting 
the great changes which have oc- 
curred, frequently comment upon 


Foundation: Protection 


the manner in which life insurance 
has kept pace with shifting eco- 
nomic conditions, providing cover- 
age to meet new and complex busi- 
ness and personal problems which 
arise as a result of the intricacies 
of modern living. 

The impact of inflationary trends 
has influenced the sale of term 
coverages in an effort to get the 
most for the fewest dollars—or, to 
put it another way, to make the 
available premium dollar buy the 
utmost in protection in a time when 
everyone needs more dollars than 
ever before. 

As another example, large vol- 
umes of life insurance are now sold 
for various business purposes which 
were unknown a few years ago. In 
the more recent past we have seen 
the development of the “split 


dollar” plan and other modern in- 
novations which reveal new func- 
tions for our institution and its 
contracts. Even more recently have 
come the “bank loan” and similar 
methods of financed premium sell- 
ing, created to take advantage of 
the benefits of the Federal income 
tax laws which accrue when insur- 
ance coverage is so purchased. 

In many quarters, extra emphasis 
has been placed on these new as- 
pects of selling. Our comments upon 
the subject are not made in the 
spirit of unfriendly criticism. Our 
thought is that these new methods 
should assume their rightful place 
in the over-all perspective of life 
insurance sales and that there is a 
danger that the emphasis placed 
on these methods of selling will be 
given weight entirely beyond their 
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HE 90th Anniversary of THE 
SPECTATOR coincides with the 90th 
Anniversary of federal government 
supervision of insurance in Canada. 
The first federal Insurance Act was 
passed in Ottawa in 1868; THE 
SPECTATOR was founded in Chicago 
the same year. 

The Canadian 
amended from time to time, has 
had a profound influence on the 
development of the business of in- 
surance in Canada; THE SPECTATOR 
has faithfully reported the most 
newsworthy of these developments 
down through the years and fre- 
quently offered constructive com- 
ment in its editorial columns. No 
insurance publication is more 
highly honoured in Canada than 
THE SPECTATOR. 


enactment, as 


Canada: Average Life 


Those of us who are privileged 
to be associated with the life insur- 
ance business in Canada never miss 
an opportunity to tell or remind 
anyone who will listen or read: 

That the ratio of life insurance 
in force to national income is 
higher (about 132 per cent) in 
Canada than in any other country 
in the world. 

That no policyholder in a Cana- 
dian legal reserve life insur- 
ance company has ever lost a 
dollar through non-payment on the 
amount guaranteed under his policy 
at death or on maturity since the 
first Canadian company was estab- 
lished more than 100 years ago. 

That Canadian policyholders in 
licensed non-Canadian companies 
have been equally well served since 


1878 (when the deposit provisions 
of the original federal Act of 1868 
were considerably strengthened. ) 

That Canadians buy their life in- 
surance from more than 60 differ- 
ent companies (Canadian and non- 
Canadian) in the most competitive 
international market place in the 
world. 

That nearly 40 per cent of the 
total premium income of Canadian 
companies comes from policyhold- 
ers resident in the United States, 
Great Britain and numerous other 
countries. 

The sound and progressive de- 
velopment of the business in 
Canada owes a great deal to federal 
and provincial insurance legisla- 
tion, particularly to the first federal] 
act passed in 1868, many of the 
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by JOHN A. LLOYD, President, Union Central Life 


for Dependents 


value to policyholders, to agents or 
to companies. 

In the instance of “split dollar” 
sales, there are great advantages 
to both employers and employees, 
but those advantages can be en- 
joyed by a relatively small portion 
of our population. Certainly, no life 
company representative should neg- 
lect the opportunity to sell a “split 
dollar” case where the facts indi- 
cate such a sale should be made. 
sut we should not pursue this type 
of business to the neglect of dozens 
of individual prospects where, when 
we fail to sell adequate unencum- 
bered insurance, we leave unpro- 
tected or improperly protected a 
man’s widow and his children. 

Although there are tax advan- 
tages in purchasing life insurance 
with borrowed money by persons in 


high income tax brackets, this, too, 
is but a collateral perhaps even 
transitory, phase in selling and 
such a plan can serve only a seg- 
ment of the market which is a very 
limited one for the average agent. 
Even if many people seem to have 
forgotten it this is still true: debt, 
per se, is not a good thing and the 
loan values of life insurance should 
be conserved to care for emergency 
needs. It is basic that any plan to 
purchase life insurance with bor- 
rowed money in order to deduct the 
interest for income tax purposes 
should be supported by a_ well- 
thought-out method of liquidating 
the debt so that the insurance will, 
at the earliest possible time, be 

free, clear and unencumbered. 
Life insurance is thrift harnessed 
Continued on page 88 


John A. Lloyd became president of the 
Union Central Life, Cincinnati, in 1956, 
after having served as vice president and 
executive vice president. 

Mr. Lloyd served three terms in the Ohio 
State Senate, and was managing editor 
of the Portsmouth Morning Sun. For five 
years Mr. Lloyd was executive secretary for 
the Ohio Association of Insurance Agents. 
He was appointed Superintendent of In- 


surance of Ohio three times. 





by LEIGHTON FOSTER, 9. C., Managing Director 


Policy Now $4,650 


provisions of which are traceable 
in the insurance legislation of the 
present day. 

American readers of this brief 
review of life insurance in Canada 
may be particularly interested to 
know: 

That 36 U. S. companies write 
(or are authorized to write) life 
insurance in Canada. 

That 20 of these companies have 
been admitted to transact business 
in Canada since 1945. 

That U.S. 
their books about 31 per cent of 
the life insurance in 
Canada. 

That, in Canada, the U. S. com- 
panies find themselves in competi- 
tion, not only with Canadian com- 
Canadians, but 


companies have on 


force in 


panies owned by 
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also with Canadian 


owned or 


companies 
controlled by United 
States, British, Dutch, Swiss and 
West German interests in addition 
to companies actually domiciled in 
Great Britain and the Netherlands 

That the 13 Canadian companies 
that do business in the U. S. A. 
have just about as much insurance 
in force there as U. S. companies 
have in force in Canada. 

The federal act of 1868 provided 
that a life company (Canadian or 
non-Canadian) should not carry on 
business in Canada without a li- 
cence from the Minister of Finance 
(except as regarded policies already 
in existence and except provincially 
incorporated companies transacting 
business within the province of in- 

Continued on page 107 


Canadian Life Officers Association 


R. Leighton Foster, Q.C., was Superinten- 
dent of Insurance for Ontario from 1924 
to 1935. On resigning, he began private 
law practice and served as general counsel 
for the Life Officers Association. In 1933 
Mr. Leighton was created a King's Counsel 
(now Queen's Counsel). In 1955, he be- 
came managing director of the Canadian 
Life Officers Association. 





Growth and Future of the 


O discuss the importance of 
the agent to the insurance industry 
is much like discussing the impor- 
tance of man to the human race. 
In my opinion, neither can endure 
without the other. 

Now whether or not the mecha- 
nism, which we sometimes loosely 
refer to as the agency system, will 
continue in exactly its present form 
has been under debate for a very 
long time. It is interesting to note 
that those who generally argue that 
the agent and our agency system 
are obsolete have never had any- 
thing to do with the selling end of 
the business. I can easily under- 
stand how an investment specialist, 
or an actuary, or a research expert, 
or a company attorney, or even an 
advertising man might have a very 


hazy idea where the golden stream, 
which flows into his company, 
comes from. But the field-trained 
agency officer knows where the 
money comes from, and he also 
knows that the industry has ar- 
rived at its present gigantic size 
and economic power because an 
army of grass roots agents have 
been doing their stuff for the past 
hundred years. 

Just what is an agent anyway? 
It seems to me that an agent is 
primarily a teacher—a teacher of 
thrift, of personal responsibility, 
and of financial morality. And 
teachers do not spend their days 
in ivory towers. They spend their 
days in the market place, on the 
streets, in homes and in offices, 
teaching the gospel which leads a 


man to the place in his thinking 
where he wants to acquire the 
moral right to leave his family if 
required by the Almighty. 

Mark Hopkins, one of this coun- 
try’s greatest educators, once said, 
“The ideal college consists of a log 
of wood with a teacher on one end 
and a student on the other.” In the 
field of education, there will never 
be a substitute for the personal in- 
fluence of an interested and dedi- 
cated teacher. And by the same 
token there will never be a sub- 
stitute for that individual, whom 
we still call an agent, as a teacher, 
a persuader of men and women to 
do their duty. 

Of course, life insurance can be 
merchandised (or placed) without 
the intervention of an agent. I 





HIS article outlines the history 
and contributions of the indepen- 
dent local agent to the growth and 
stability of the American fire and 
casualty insurance industry. 

What better topic than the above 
could a student select for a thesis 
leading to a degree? It would sur- 
prise me greatly if just such a proj- 
act hadn’t already been completed 
by some alert young man eager to 
display his knowledge and research 
ability and desirous of adding some 
worthwhile information to the pres- 
ent store of facts and figures avail- 
able in this business. 

These observations, however, do 
not constitute a thesis. They treat 
only briefly the long history of ad- 
vancement and achievement regis- 
tered by the independent local 
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Local, Independent 


agents of this country which have 
contributed to the growth and sta- 
bility of the fire and casualty insur- 
ance industry. 

To serve as president of the Na- 
tional Association of Insurance 
Agents is an honor, and I am natu- 
rally proud to have been elected to 
this office by my fellow members. 
More than this, however, because of 
the years of service to the organi- 
zation which preceded my elevation, 
I have been privileged to gain per- 
haps a bit more than most agents 
of an insight into just what this 
organization has accomplished in 
its relatively short span of years. 

Before detailing some of the 
specifics in the way of accomplish- 
ments, it is important to point out 
that the mere fact that such an or- 


ganization as the National Associa- 
tion exists and operates day by day 
contributes tremendously to the 
growth and stability of the busi- 
ness. In place of an unorganized, 
undirected, confused and perhaps 
uninformed selling force in the 
business, we have a knowledgeable, 
cohesive, forceful body of indepen- 
dent businessmen interested in im- 
proving their own agencies and 
advancing the business in the pub- 
lic interest. Through the years, con- 
sistent improvement in the Ameri- 
can Agency System has been stimu- 
lated by the Association in the 
areas of education, quality of the 
agent, qualification standards, legal 
position, agency management, in- 
formation and legislation. 

To appreciate the purposes and 
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Life Agent 


have met many people who had life 
insurance through our various 
mass coverages, who didn’t have 
the slightest idea how much they 
had or why they had it. They were 
captive insurance owners. No con- 
viction or personal initiative was 
involved. No element of the sys- 
tem of American free enterprise 
had any part of the transaction. 

The institution of life insurance 
was built on the concept that men, 
of their own initiative and because 
of an almost overwhelming convic- 
tion of the needs of their families, 
bought life insurance because it 
was the only way they could pur- 
chase peace of mind or acquire the 
moral right to die. 

A great life insurance agent once 
preached me a soul-searching ser- 


mon, and this was his text. “No 
man has any moral right to accus- 
tom his wife and children to the 
good things in life during his life- 
time unless he has provided the 
means to continue that way of life 
—if it becomes necessary for him 
to leave his family permanently.” 
He also taught me something about 
thrift which I have never forgotten. 
It was this—“Life insurance is the 
only thrift program that matures 
if you don’t.” 

There is something else that my 
life agent taught me. And that is 
that a man is stupid when he says 
he is life insurance poor. My agent 
taught me that every under-insured 
man thinks he is insurance-poor 
until he finds out what the insur- 
ance he now owns is for—and what 


By LESTER O. SCHRIVER, 


Managing Director, 
National Association of 
Life Underwriters 


Dr. Lester O. Schriver has been manag- 
ing director of the National Association of 
Life Underwriters since 1953. He is vice 
president of Procter Hospital, a director of 
the Peoria YMCA, and the American Can- 
cer Society, and a trustee of six colleges. 
He is also a member of the Peoria City 
Council and the Slum Clearance Commis- 
sion, and a director of a number of civic 
and beneficial organizations. 


it will do. Or, more important still, 
what it will not do. When a man 
learns from a competent teacher 
what his present insurance will do, 
he begins to become a good citizen, 
because he begins to assume the 
responsibilities of a good citizen. 
What I have written to this point 
has had to do with the indispensa- 
ble nature of the agent. There is 
no substitute for the salesman (the 
teacher) in our dynamic economy, 
and it is at this point that the agent 
Continued en page 110 





Selling Force 


intentions of the National Associa- 
tion, and to realize exactly what it 
represents, you have only to ex- 
amine one of the finest documents 
of its kind in the business world. 
Designed in 1929, the Code of 
Ethics of the National Association 
contains pledges of fidelity, sinceri- 
ty and nobleness of purpose all pat- 
terned after its guiding declara- 
tion: “To support right principles 
and oppose bad practices in the 
business.” 

3ut when did it all begin? Where 
did the movement start? What 
forces brought it into being? Why 
was such an organization neces- 
sary? And how has it contributed 
to the stability and growth of the 
business? 

To get the proper perspective it 
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is necessary to retrace our steps to 
an earlier period in our country’s 
history. 

Great events and changes char- 
acterized the growth of the United 
States of America during the Nine- 
teenth Century. Tremendous strides 
were made in opening up this great 
country to exploration and settle- 
ment. 

One of the least significant 
events, at least at the time, was 
recorded during the first years of 
the 1800’s during the period when 
Thomas Jefferson was President. 
Whether the actual commencement 
date was 1807, or 1804, or 1803 
(and there are strong claims for 
each), the American Agency Sys- 
tem was born with the appointment 
of the first bonafide independent 


By LOUIE E. WOODBURY, Jr. 


President 
National Association of Insurance 
Agents 


Louie E. Woodbury, Jr., became a mem- 
ber of the Wilmington Insurance Exchange 
when he entered the insurance business in 
1939. In 1946 he was elected to the board 
of the North Carolina Association and has 
served as a board member in various ca- 
pacities since that time. 

In 1952, he was appointed to the Execu- 
tive Committee of the National Associa- 
tion of Insurance Agents, and elected presi- 
dent last year. 


agent by a stock insurance com- 
pany. 

Here we had an entirely new con- 
cept of selling insurance. In place 
of the single company, employee- 
type agent selling the insurance 
policies provided by one company, 
we now saw the introduction of the 
independent businessman type of 
agent. Under this unique arrange- 
ment, which is described as the 
American Agency System, insur- 
ance agents produce insurance pre- 
miums and service insurance con- 

Continued on page 77 
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Statistics in the 90th Year 


i the December 1957 issue of 


THE SPECTATOR, Editor T. J. V. 
Cullen estimated that the assets of 
all insurance companies in the 
United States will total $130 billion 
at the end of 1958, that premiums 
will exceed $30 billion during the 
vear, that life insurance new busi- 
ness written in 1958 will reach $100 
billion, and that the total life pro- 
tection in force at the end of the 
year will be worth one-half a tril- 
lion dollars. 

Out of these insurance assets, the 
life companies will hold $105 bil- 
lion and the other than life com- 
panies $25 billion, he predicted. 
Policyholders’ surplus funds will 
reach $18 billion, supplementing 
policy reserves of $100 billion. The 
$30 billion in premiums will be di- 
vided $13 billion to life companies 
and $17 billion to other than life 
companies. 

Looking back over the 90 years 


of continuous’ publication THE 


By Paul Reddy and 
Gerald Horan 


SPECTATOR celebrates this month, 
we see that Mr. Cullen’s estimates 
of 1958 dwarf any aggregates the 
insurance profession has known be- 
fore. An earlier SPECTATOR issue 
gives a sketchy idea of how these 
insurance aggregates stood in 1868. 
As the year began, life assets stood 
at $125 million, surplus at $36 mil- 
lion, premiums for 1867 had been 
$50 million, the amount paid that 
year to policyholders was $16 mil- 
lion, and the life in force as the 
year 1868 began was $805 million. 

For fire insurance when that year 
began, company assets were $92 
million, surplus to policyholders 
was $10 million, and the year be- 
fore net premiums received had 
been $49 million and losses paid $31 
million. Aggregates on casualty in- 





FIRE PREMIUMS WRITTEN AND 
LOSSES PAID (1892-1957) 


(Stock Companies) 


{In Thousands} 


NUMBER OF 

YEAR COMPANIES 
1957 = 420. 
1952 377. 
1947 363. 
1942 371. 
1937 372 


1932 All American Companies 
1927 All American Companies... . 
1922 All American Companies. . . 
1917 ~All New York Companies 
1912 All New York Companies 
1907 ~All New York Companies 
1902 All New York Companies 
1897 ~All New York Companies 
1892. ~All New York Companies 


> Includes marine business. 
© Premiums received. 


PREMIUMS LOSSES 
WRITTEN PAID RATIO 

$1,113,014 $584,120 52.5 
1,227,266 518,221 42.2 
1,004,524 427,816 42.6 
546,512 205,756 37.6 
474,762 171,006 36.0 
457 ,366 267,703 58.5 
602,185 267,219 44.4 
444 ,472 239,422 53.9 
143,139» 62,151» 43.4 
79,981» 41,062» 51.3 
67,142» 31,236» 46.5 
49,550 24,798» 50.0 
31,448b° 21,293> 67.7 
31,042%¢ 19,320» 62.2 


Sources: Spectator Insurance Yearbook, Fire and Marine Volume 


Spectator Fire Index 
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surance do not show up until 20 
years later when 
were $7 million, premiums almost 
$5 million, and losses paid $1.6 mil- 
lion. 

These aggregates are far smaller 
than the amounts we know today. 
But the progress between 1868 and 
1958 has not been along a steady 
rising curve. There have been ups 
and downs that a mere comparison 
bring out. 


assets 


(1887) 


of aggregates cannot 
These waves have often moved with 
the billows and ebbs of our national 
economy. And the changes should 
be traced to enable us to understand 
how insurance has attained its 1958 
peaks. 

That’s what our statistics in this 
90th anniversary issue are designed 
to do—chart the way between 1868 
and 1958 in so far as consistent 
and comparable figures are avail- 
able. We do this with four charts, 
three major tables and a number of 
smaller ones. 

To begin with, on the opposite 
page (p. 39) is the first of three 
charts which use an “average rate 
of growth” technique. In this meth- 
od, an average rate of growth is 
established for the entire period 
covered by adding all yearly per- 
centage increases, subtracting all 
percentage decreases, and dividing 
the remaining not increase by the 
number of years covered. Thus for 
each series of figures shown an 
“average rate of increase” is given, 
and in each of the three charts 
these “average rates” are all shown 
as a straight “0” line. 

Then each year’s percentage of 
increase or decrease over the pre- 
vious year is plotted above or below 
the line for this “average rate.” 
On the first chart, some of the 
major economic cycles are named 
to relate these insurance lines to 

Continued on page 41 
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Yearly Rate of Growth for Life Assets, Premiums with National Income 





income the average in this period is 5.3%; and for life assets, the 
average rate is 6.5%. 

(Note: The heavy black line on the chart indicates "Premium 
Income," the line of dashes is the "Assets," and the dotted line 
is the “National Income.") 


Here life company assets and premiums are graphed with national 
income on the “rate of growth" method described on page 39. 
The “average rate" for each line is shown as "0" and each yearly 
rate plotted above or below its own average. For the national 
income, the “average rate of growth" is 6.1%; for life premium 
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sources: 


Spectator Life Insurance Year Book, Survey of Cur- 
rent Business, May 1957. 


Financial Growth of Stock Fire and Casualty Insurance from 1897 


















































FIRE COMPANIES CASUALTY COMPANIES 
(In Thousands) (In Thousands) 

| a | @ 

{ 2 & | 

sa | Surplus Net 33 Surplus Net 

|; Admitted Total } to Premiums .£ Admitted Total to | Premiums 
Year | £8 | Assets Liabilities |Policyholders Written 2s Assets | Liabilities | Policyholders, Written 

| | | | 
1957 | 420 | $ 9,989,296 $5,319,786 | $4,669,510 | $4,054,568 140 | $8,737,052 | $6,088,609 $2,648,443 $4, 958,254 
1954 414 | 9,034,431 4,547,721 | 4,486,710 3,400,839 140 6,626,581 | 4,486,199 2,140,382 3,649,609 
1951° 374 | 6,826,050 Sti, the 3,048, 337 2,946,070A 135 4,704,241 | 3,249,401 1,454, 840 2,792,944 
1948 362 | 4,811,189 2,804,739 | 2,006,450 2,256, 741B 219 3,710,931 | 2,550,477 1,160,455 2,231,574 
1945 | 373 | 3,689,991 1,629,144 | 2,060,847 1,252,253 190 2,658,120 | 1,558,743 1,099,377 1,194,108 
1942 | 371 2'723'957 1/294'629 | 1.429327 1/144/ 461 191 1,974,609 | 1,322,592 | 652,018 1, 040, 268 
1939 371 2,017,084 1,004,785 | 1,512,729 814,613 192 1,581,991 | 1,047,251 | 534,740 773,310 

} 

1936 360 2,534,119 959,025 | 1,575,095 759,429 178 1,365,624 | 925,939 | 439,685 N.A. 
1933 353 1,946,079 966,828 979,251 622,277 177 1,076,949 | 780, 843 | 296 , 096 N.A. 
1930 364 2,200,212 1,003,224 1,196,988 793,870 F 8,994,639F | 8,370,170F | 624, 469F 901,651 
1927 349 1,905,992 - 982,857 923,135 819,894 F 6,651, 562F 6,138, 423F 513,139F 834,878 
1924 305 1,400,628 778,169 622,460 704,815 F 3,299, 362F 3,028, 595F 270, 768F 613,941 
1921 304 1,092,863 625, 822 467,041 564,600 205 1,139,586 1,024,877 115,749 467 , 046 
1918 235 795,224 450,851 344,373 463,168 179 852, 466 764,476 87,990 304,614 
1915 222 567,924 278,789 289,135 252,119 181 603,670 525,635 78,035 160,320 
1912 241 521,167 253,258 267,910 226,819 177 410,521 348, 977 61,544 124,198 
1909 270 455,137L 226, 926 228,211 212,326 139 265,804 215,117 59,748 80,901 
1906 276 365, 860L 191,635 174,225 188, 206 105 160, 547 120,515 40,013 64,423 
1903 253 320, 608L 147,743 172,865 150, 998 68 100,131 71,230 28,911 43,673 
1900 246 269, 048L 111,079 157, 969 105,732M 46 65,808 38,749 27,059 27,186 
1897 252 253, 948L 100,602 153,355 3, 958M 








*1951 and later figures taken from the Handy Chart (Casualty) and Fire Index (Fire). Prior figures are from the Spectator Insurance Yearbook. 
A On 393 companies. On 363 companies. F Includes figures for Metropolitan and Prudential as follows: Met. Assets-(1931) 3,590,116, 
(1930) 3,310,022, (1929) 3,010,560, (1928) 2,695,478, (1927) 2,388,648, (1926) 2,108,004, (1925 1,854,657, (1924) 1,628,174, (1923) 1,431,399 
—Pru. Assets-(1931) 2,692,698, (1930) 2,491,770, (1929) 2,266,769, (1928) 2,029,018, (1927) 1,789,267, (1926) 1,572,185. L Assets are 


exclusive of premium notes. M Cash premiums received, 
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Continued from page 38 


the over-all movement of business. 
In the other charts, national income 


and gross 


national 


product are 


graphed by the same method with 
the insurance totals. 

In the July 1942 issue of THE 
SPECTATOR, Mr. Cullen wrote, “Life 


insurance, 


in age, 


in size, 


and 


in 


the persistency of its growth has no 
counterpart. ... Evidently nothing 
but an idea so basic as protection, 
which is a common part of human 
nature and shares its hopes and 
responds to its fears, would so con- 
sistently triumph over the inroads 
of time and build a structure of 


withstand the attacks of war and 
depression decade after decade.” 

He could well attribute this same 
“tough” quality to property and 
casualty insurance, as shown by 
other figures in this issue. On page 
40 is the table which lists fire 
assets back through depressions, 
wars, and many economic cycles. 
These figures and others are 
graphed on the “rate of growth” 
pattern on page 42 along with an 
important index of our national 
well-being, the gross national prod- 
Here the actual positions of 
the lines should be interpolated for 
comparative purposes since the ‘‘0” 
line in one case may indicate a 6 
per cent increase and in another 
case 9 per cent. But they do indi- 
cate that property insurance prog- 
ress has moved well with the 


uct. 


A similar pattern for life insur- 
ance progress is graphed on page 
40 where “rates of growth” for life 
assets and premiums are traced 
with U. S. national income. Here 
the facts that the asset line stays 
close to the average and that the 
premium line does not make dips 
and rises as precipitous as national 
income both attest to the stability 
and persistency of the life insur- 


ance “institution.” 
Next month, another chart and 
accompanying table traces shifts 


in 90 years of the interest life com- 
panies have earned on their in- 
vested funds. In the pattern of this 
table you can see the force behind 
the change in interest assumptions 
in life mortality tables—the steady 
decline from the first years shown 
that brought about many life policy 






























































such tough fabric that it could progress of our nation as a whole. Continued on page 43 
_ s 
Life Insurance Investments Since 1868 
(In thousands of dollars) 
-_ 
® ae ) 
>o “®e e 
oo Le eel - 
esjea|-s Real Real Col- Loans to | Cash in Total 
28 oe ics) & Estate Estate Total Total lateral| Premium | Policy- Office | Deferred | Admitted 
So ao eo = Owned Mortgages Bonds Stocks Loans Notes holders and Bank | Presiuss Assets 
551 197 748 1956 $2,815,533 $33,128,694 $49,239,173 $3, 529, 980 $32,566 $17,223 $3,517,666 $1,304,531 $1,674,271 $96,305,485 
358 222 580 1954 2'311/576 26,071,084  46,408/524  3°291'157 23'372 20,115 125,050 1,253,708 1,345,453 84,745,440 
349 224 573 1952 1.903;884 21'257;402 41.979'061 3449" 580 17,938 22,029 2,694,074 1,149,817 1,162,439 73,398,029 
374 66 440 1950 1.444'585 16,102,008  39.365;628 2,103,058 12/526 61,463 2,351,866 1,005,142 1,006,847 64,019,685 
314 66 380 1948 1,054,437 10,822,703 37,964,807 1,427,236 9,279 46,944 1,907,425 909, 421 822,200 55,511,882 
304 66 370 1946 734,936 7,154,745 35,350,062 1,247,228 6,800 64,297 1,826,468 774,17 703,053 48,190,795 
239 66 305 1944 1,061,434 6,674,550 28,537,436 703,805 3,688 89,259 2,044,496 710,889 575,552 41,053,973 
237 66 303 1942 1,658,700 6,712,070 21,428,704 558,665 5,955 95,350 587 , 359 724, 869 527,046 34,931,411 
239 66 305 1940 2,059,985 5,957,904 16,982,878 seraes 8,632 114,767 2,976,108 1,048,429 508,128 30,802,154 
240 66 306 1938 2,177,300 5,444,459 14,381,450 537,705 7,015 163,101 3,225,832 769,605 485,638 27,754,660 
250 65 315 1936 2,144,188 5,111,437 11,782,425 560,074 9,876 181,876 3,229,318 842, 266 464,119 24,874,316 
248 65 313 1934 1,689,083 5,856,609 8,460,289 437,882 15,079 155,660 3,502,114 613,268 56,395 21,843,793 
260 68 328 1932 33,947 7,316,093 6,766,924 523,564 23,648 139,181 3,666,570 323,852 461,683 20,754,112 
283 469 352 1930 547,562 7,577,943. 6,352,333 465,951 31,008 100,798 706,213 152,216 439,893 18,879,611 
266 65 331 1928 402,549 6,760,792 5,577,191 232,877 32,911 81,701 1,918,436 140,858 357,440 15,961,093 
273 49 322 1926 303,417 5,564,257 4,592,911 89,395 25,514 71,481 1,527,908 116,682 283,992 12,939,806 
243 «54 «297 1924 238,652 4,174,768 4,049,231 48,644 18,093 62,131 1,261,173 126,854 221,049 10,394,034 
241 45 286 1922 197,167 3,122,166 3,657,615 54,482 25.701 62,487 1,078,240 126, 843 178,341 8.652, 318 
235 37 272 1920 172,010 2,174,863 3,588,728 51,355 41,301 38, 566 820,348 124,747 130,923 7,319,997 
210 30 240 1918 178,525 2,133,727 3,008,512 81,980 17,730 33,668 769.913 85,540 98,252 6,529,620 
213 «= 28)=—- 241 «(1916 173,964 1,892,607 2,309,218 83,364 14,965 33,626 752,950 109,634 78,932 5,536,607 
219 31 250 1914 171,173 1,706,365 1,981,751 82,552 20,351 31,707 703,640 95, 160 68.160 4,935,252 
224 26 250 1912 176,248 1,485,103 1,859,523 95,906 18,704 28,579 559,124 67,041 58.290 4.409.292 
198 16 214 1910 172,960 1,227,231 1659. 845 129,622 18,941 A495, 099 Riis 71,112 50,955 3,875,877 
157 14 «(171 =«+1908 166,87 987,253 1,452, 827 147,069 30.618 A434,259 72,487 47'405 3; 380,294 
122 16 138 1906 170, 020 826, 418 1,299, 394 159,728 52,979 A265, 902 69,531 46,452 2,924,253 
79 14 93 1904 180,875 671,577 1) 067,027 172/582 42.715 A189,738 04; 027 45,879 2,498,960 
68 12 90 1902 170,152 573, 262 72, 087 131,751 61,000 Al27,927 Sei 95,783 38,904 2,091,822 
61 15 76 1900 158,119 C501 , 498 D801 , 822 ... 64,488 16.209 72,291 75.439 33268 1,742,414 
47 13 60 1898 144,630 C455, 086 D652, 857 43,545 14,337 42,921 68,860 26, 186 1,462,651 
48 9 57 1896 135,051 C442, 035 D498, 606 38,456 13,734 31,098 46,075 24,177 1,243,561 
45 ll 56 1894 117,044 C393, 776 D419, 797 ... 30,508 13,762 17,077 47, 989 21,804 1,073,156 
47 9 56 1892 96,578 C351, 204 D345, 181 «ee 37328 14, 097 8/072 40,258 18,186 919,310 
42 8 50 1890 80,699 C309, 601 D272, 051 we. = 35,631 14,570 5,332 32,417 135650 770,972 
E 48 1888 68,568 (262,542 D231, 648 26/760 19,055 pie 30, 867 10,549 657,128 
E 29 1886 59,858 C226 , 490 D197, 464 22/299 Ais: 380 21,719 7.679 560,125 
E 29 1884 54.594 €205,117 D152, 000 29'323 19,082 18,955 6,261 491/487 
E 30 1882 51,367 C172, 498 D123, 927 54.956  A20,056 16,156 5,124 $49'602 
E 34 1880 51,600 C164,751 D124,751 24,556  A22,847 18,839 4,279 417,95 
E 34 1878 42,803 C189,127 D112'814 4,911  A29,095 12,478 4,170 404/079 
E 38 1876 29, 203 (217,880 D85,705 6,181  A41,394 12,605 5, 566 407, 406 
E 50 1874 18,344 €210,111 D65, 263 ae 5,947 454,819 13,876 10,857 387,281 
E 59 1872 12,462 C164, 311 D54, 706 ay 6,712 Aél. 563 13,119 15,867 335,168 
E 71 1870 9,029 C108, 018 D48, 087 4,416 60,524 10,780 22,567 269,520 
E 55 1868 4,845 C58, 015 D40, 893 3,291 A43,613 5,213 17,520 176.854 
A Includes loans to policyholders. C Bond & Mortgage loans, D Total Bonds and Stocks. E Only those companies reporting to the Ins 
Dept., State of N.Y. (1868-1887). 
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Statistics 


Continued from page 41 


changes at each step of the way. In 
recent years the chart indicates the 
rise in the earned interest rate 
which, in part, is responsible for 
the pressure for a revised mortality 
table in recent years. 

Throughout the issue are smaller 
tables tracing for varying periods 
of years premiums and losses on 
the major lines of other than life 
insurance. For instance, on page 38 


Lack of space forced us, at press time, 
to hold back the chart and table on 
Interest Earned on Life Funds Since 
1872 and the table on Fire and Casualty 
Underwriting Experience Since 1933, 
which we expected to put on pages 
118 and 119 of this issue. Those charts 
and tables will, however, appear in our 
next (August) issue—the editors. 


fire premiums and losses for five- 
year periods since 1892. Again 
“the tough fabric” of insurance is 
evident as the companies pour 
larger and larger sums into the 
economy to replace damage caused 
by a wide range of accidents and 
disasters. 

Under the glaring brilliance of 

these 90 years of insurance prog- 
ress, how can today’s problems ap- 
pear insurmountable? This “insti- 
tution” has endured through less 
favorable loss ratios than we have 
now. It has survived more violent 
swings of our economy than we 
now experience. It has even pulled 
through more threatening Congres- 
sional investigations than the one 
on our doorsteps as we go to press. 
Here is the record—in these charts 
and figures—to give courage to the 
faltering, to give direction to the 
mis-guided, and to give pause to 
those who might seriously hamper 
our nation’s bulwark of financial 
stability. Here is a 90-year record 
of insurance, through the eyes of a 
constant companion—THE SPEC- 
TATOR. 
Editorial note: We want to make 
special note of the help William G. 
Glendenning has given us in com- 
piling the figures and outlining the 
charts that appear in this issue. 
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Has your Reinsurance Broker 
approached us with your new pro- 
gramme? We are quite sure that both 
you and he would appreciate our 
service now and in the years to come, 
especially if you are looking for a 


long-term association. 


WE OFFER THE SERVICES OF A GROUP OF 
AMERICAN COMPANIES OF HIGHEST CHARACTER 
WITH CAPITAL AND SURPLUS 


IN EXCESS OF $250,000,000 


CHOCHICHD 


New England Reinsurance Corporation 


60 BATTERYMARCH STREET 
BOSTON 10, 


MASSACHUSETTS 


TELEPHONE HANCOockK 6-5180 


Cable Address NERCO, Boston, Mass 








Useful to you 
and your clients... 


ANY BROKERS and agents use our 

brochure, “Appraisal Procedure,” 
in discussions with their clients. It ex- 
plains the step-by-step procedure fol- 
lowed in authoritative appraisals of 
industrial, commercial and institutional 
properties. 

“Appraisal Procedure” also answers 
the many and frequent questions about 
appraisals your clients may have. 

Our bookket, “What The Businessman 
Should Know About Fire Insurance” 
(100 pages of valuable information) 
will also be appreciated by your clients. 

A supply of these brochures and 
booklets is available to you without 
cost or obligation. Write Dept. TS. 


THE LLOYD-THOMAS co. 
Recognized Appraisal Authorities 
4411 Ravenswood Ave., Chicago 40, Ill. 
Offices Coast to Coast. 

First for Factual Appraisals Since 1910 











We make selling 
life insurance 
easy for you 





That's why each year more and more 
casualty agencies have been selling 
SUN LIFE policies. 

- and also that's why SUN LIFE 
has grown continuously so that today 
we have 


OVER ONE HALF BILLION DOLLARS 
OF INSURANCE IN FORCE. 


Grow with us, we will not just put 
you in the life insurance business, but 
we will give you the kind of prompt, 
personalized service you need for a 
profitable operation. 


SUN LIFE INSURANCE 
COMPANY OF AMERICA 
105 E. Redwood St. Baltimore 2, Md. 
piste hep senses ete 


Pa. and D. C. Write in confidence to 
B. A. Frank, Director of General Agencies. 
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fore, nonforfeiture values and in- 
contestable clauses had been writ- 
ten into life insurance contracts. 
Yet insurance products and the 
market alike were largely undevel- 
oped. 

The growing life insurance 
business needed a factual, inter- 
pretative publication such as the 
new-born SPECTATOR was destined 
to become. It was, and is, not 
merely a “spectator,” but an in- 
creasingly active contributor, to 
the enlightened progress of the 
life insurance institution as it ex- 
panded its services to the peoples 
of the U. S. and Canada. 

THE SPECTATOR is noteworthy 
for its pioneer work in gathering 
statistical data—in both the maga- 
zine and the Yearbook—to measure 
the over-all performance of and 
the great public benefit rendered 
by our companies. All this is of 
course very helpful to the compa- 
nies’ analysts. 


, 


Then and Now 


Let us look at a few significant 
differences between 1868 and the 
present. These results, like some 
others cited later, are based upon 
THE SPECTATOR’S own composite 
data, ana sharply outline the prog- 
ress of the life insurance institu- 
tion over these ninety years. Along 
with the figures are reminders of 
the resourcefulness of our great 
institution in flexibly meeting in- 
surance and investment needs. 


Insurance Progress 


The volume of commercial life 
insurance in force in 1868 came 
to only about one and one-half 
billions of dollars, in contrast to 
nearly 500 billions now. Visualize 
that growth in terms of income 
coverage—one of several signifi- 
cant economic tests. People then 
had only about one-fourth of a 
year’s income covered by life in- 
surance. At that early date, a 
widow would on the average find 
that the family’s income would 
continue for only about 3 months 


after the breadwinner’s death. 
Today presents a favorable con- 
trast, as income is covered nearly 
114% times by insurance. That is, 
the combined companies’ inforce 
is equivalent to 17 months of the 
people’s income. 


$250 per $1000 in 1868 


Another way to look at it: in 
1868 there was about $250 in 
force per $1000 of people’s income, 
but the life companies have now 
brought that up to $1400 in force 
per $1000 of income. Thus income 
is protected 5 or 6 times as well 
as it was in 1868. But insurance 
protection equal to 17 months in- 
come is not nearly enough. In 
most cases it should cover at least 
5 years income—so there is still 
much to be done. 

With that progress in mind, 
consider how little the coverage 
has cost them—another economic 
test. People’s gross premiums have 
expanded from $68 million, or 1 
per cent of their income in 1868, 
to $12 billion ninety years later— 
equivalent, for some time, to 
barely 31% per cent of their great- 
ly multiplied income. Every year, 
people spend at least as much as 
that to buy cars or almost as much 
on alcoholic drinks. And since 
about half of the premiums paid 
in a year go back to beneficiaries 
and living policyholders, people’s 
net premiums for life insurance 
come to little more than they 
spend on tobacco. 


Only Ordinary 


In 1868 the companies sold only 
Ordinary, and even that did not 
enjoy the broad markets we know 
today. However, within half a 
dozen years they introduced In- 
dustrial, with its Debit System, 
and 35 years later, Group Life. 

And managements have flexibly 
responded to other sound 
nomic, social, and family needs 
for insurance by bringing out many 
other new products to fulfill and 
even anticipate market demand. 
What a variety they now sell! 

Foremost among these develop- 
ments are the whole life profes- 
sional-man policy, the family pol- 
icy, family income insurance, and 


eco- 


Centinued on page 46 


THE SPECTATOR 








GEE! 


sixteen 





And that’s how old the SPECTATOR was when 
the Friendly FRANKLIN first saw the light of 
day. But during the intervening years we have 
both prospered and grown, and been per- 
mitted to render great service to the insurance 
buying and insurance selling people of this 
great country of ours. 

Now the SPECTATOR celebrates its 90th anni- 
versary. Next year we at the Franklin cele- 
brate our 75th. 





Lhe Friendly 
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DISTINGUISHED SERVICE SINCE 1554 


Yup, that’s pretty old... kissin’ age! 


We're happy to pay tribute to one of the great 
insurance papers of America on the occasion 
of this important milestone. And in so doing 
we offer congratulations to the capable gen- 
tlemen of the staff whose efforts maintain its 


high quality and standards issue after issue. 


Ad multos annos. 


HERA TA fa) sta ILIORTE company 
Over two billion nine bundred million do rance in force 
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home and farm 
policies; 


education policies; 
mortgage redemption 
non-medical, preferred risk, and 
substandard policies; business or 
key-man insurance; creditor life 
insurance; the many varieties of 
accident, sickness, and hospitaliza- 
tion insurance, including policies 
for those of advanced years; 
monthly-premium insurance, pre- 
miums payable by salary allot- 
ment or “check-o-matic” plans; 
and many other innovations. 

Then too, market research has 
developed over these years, mak- 
ing sales effort more economical 
than in the old days, by directing 
it toward the right target areas, 
at the right times, for the right 
products. 

It is interesting also to look at 
the progress made just since 
World War II. Premium receipts, 
a common measure in all three 
branches (that is, life, annuity, 
and accident & sickness), have 
more than doubled in that short 
span of time. But the growth 
rates are widely different from 
one coverage to another. In life, 
for example, Group premiums have 
more than quadrupled, while pre- 
miums for Individual (Ordinary 
and Industrial) have about 
doubled. Individual, however, still 
accounts for three-fourths of the 
life. 

Annuity premiums, too, have 
more than doubled, due entirely 
to Group. Accident & Sickness 


coverages over the post-War dec- 
ade or so have grown phenome- 
nally. Premiums for Individual A 
& S have grown 5-fold, and Group 
10-fold. Total A & S premiums 
paid to life companies now come 
to more than one-fifth of their 
total premiums. Casualty compa- 
nies, Blue Cross-Blue Shield, and 
the like, have also contributed 
greatly; combined, almost 
equal the life companies’ A & S 
premium. 


they 


Investment Progress 

Flexibility has characterized the 
life insurance institution not only 
in its insurance operations but in 
its investing function as well. As- 
sets are built up in life insurance 
companies as a result of the many 
small premiums paid by people 
every week, month, quarter, half- 
year or year. Level premium life 
insurance, which Elizur Wright 
helped so much to develop in both 
our countries, requires that the 
companies accumulate — reserve 
funds to help pay claims at later 
ages, when premiums are not large 
enough to take care of the higher 
death rates then current. Any ex- 
trend toward insurance 
with a large component of term 
would tend obviously to thwart 
this investment contribution of 
our institution to the economy. 

In regard to these funds, it is 
first of all the duty of life insur- 
ance companies to invest them 
safely, so that they will be avail- 
able when needed—whether for 
death claims, annuity payments, 
policy loans, surrender values, or 
for any other benefit to which a 


cessive 





WORKMENS COMPENSATION PREMIUMS 
WRITTEN AND LOSSES PAID (1925-1955) 


[In Thousands} 


NUMBER OF 

YEAR COMPANIES 

1955 All Companies 

1952 All Companies 

1949 = All Companies 

1946 314 Casualty Companies 

1943 315 Casualty Companies 

1940 315 Casualty Companies 

1937 303 Casualty Companies. 

1934 All New York Companies* 

1931 All New York Companies. . 

1928 All New York Stock Companies°. . 
1925 All New York Stock Companies° 


PREMIUMS 
WRITTEN 
$1,197,048 

1,067,018 
822,213 
508,170 
509,785 
269,751 
277,132 
141,937» 
162,886 
142,973» 
122,507 


LOSSES 
PAID RATIO 
$628 ,473 52.5 
548 ,467 


90,937 
79 ,066 


* Stock and mutual casualty companies licensed in New York. 


> Premiums earned. 


© Stock casualty companies licensed in New York. 


Sources 


Spectator Insurance By States 


Spectator Insurance Yearbook, Casualty Volume 


policyholder is entitled under his 
contract. Second, companies must 
obtain the best possible yield com- 
patible with that safety of trus- 
teeship. And third, investments 
should be made with due regard 
to the public interest. 

By channeling their 
through such institutions as life 
insurance companies, many small 
policyholders play an active part 
in the growth of the national econ- 
omy. True, life insurance compa- 
nies provide mainly debt capital; 
but that, side by side with the 
equity capital more properly sup- 
plied by other types of institu- 
tions, by individuals, and by the 
producing corporations them- 
selves, plays an indispensable role 
in helping our economy to grow 
and our standard of living to im- 
prove. 


savings 


Flexibility and Ingenuity 


Corporate bonds and notes are 
especially suited for long-term in- 
vesting by life insurance compa- 
nies. These help to finance plant 
and equipment, which promote the 
Nations’ efficiency and thus pro- 
vide our peoples with more and 
better goods, and at lower prices 
than could otherwise prevail. Such 
other economic and social services 
as railroads, utilities, public 
roads, and schools have been fi- 
nanced through life company bond 
investments. Moreover, flexibility 
in life company investing is illus- 
trated not only by the long and 
varied list of needs met by those 
funds, but also by the ingenuity 
of managements in devising new 
methods of supplying the capital. 

Direct placement of loans has 
been one extremely significant 
method of financing. Corpora- 
tions which need funds, and life 
companies which supply them, sit 
down together and work out terms 
that are satisfactory to both, in 
regard to interest rates, size of 
loan, time and method of repay- 
ment, and many other features. 
Life companies have been financing 
railroad equipment by the acquisi- 
tion of conditional sales contracts ; 
some companies own locomotive 
and railroad cars, which are then 
leased to railroads. Real estate 1s 
purchased and leased back to com- 

Continued on page 48 


THE SPECTATOR 








} 


wherever your policyholders drive... 


colorful emblems of ‘‘Scotchlite’’ Reflective 
Sheeting sell your name to a nation on 
wheels. Because they are reflective, these 
striking emblems are brightly visible both 
(oF-\Ya- [ale Mall-4ghem (ol0n<-107-4- 4 alel0| er-rel-\’a-le NY -1 
tising impact. And you give your policy- 


ate) (o[-1a-8-]aN-)40e-Maal-t-}-10 14-00) M-t-)(-18VA-1a lef 0) cer 
tection. There is no lower cost way to help 
build sales and goodwill for your local 
agents everywhere. Send for details today. 


SCOTCHLITE 


REFLECTIVE SHEETING 


Reflective highway 
displays help sell for 
your local agent or 
representative, too. 


& 


x \/) 


MINNESOTA MINING AND MANUFACTURING COMPANY 
—where RESEARCH is the key to tomorrow 


July 1958 17 





... As an Institution 


Continued from page 46 


mercial businesses. Automobile 
fleets are acquired and rented out 
to operating companies. And other 
novel financing arrangements in- 
clude loans on pipelines and tank- 
er fleets, oil and gas production 
loans, and small business loans. 
Economic progress is measured 
not alone by goods for consump- 
tion and services to make life eas- 
ier, but also by homes to make 
family life more enjoyable for mil- 
lions. Particularly since World 
War II, the vast expansion in pri- 
vate home ownership is obvious to 
all. We have only to drive out into 
the areas around our cities to see 
how they have been transformed 
from farm and woodland into hun- 
dreds of modern suburban towns. 
In helping to finance new single- 
family homes, life companies run 
second to only the savings and 
loan associations, which are set 
up specifically for that purpose. 


But not every family wants to 
own a house; some want to rent. 
The companies hold also many 
loans on apartment houses, each 
of which provides accommodation 
for many families. Metropolitan 
pioneered in company-owned and 
operated housing projects, which 
provide pleasant amenities and 
efficient living facilities for some 
120,000 people. Those large-scale 
projects date back to soon after 
World War I, when homes were in 
short supply; and our activity ex- 


tended forward beyond World War 


II, and includes housing communi- 
ties on both Coasts. 

In terms of dollar accumulations 
and significant growth trends, 
let’s measure the record of life 
companies’ investment progress. 
Their more than $100 billion of 
assets has more than doubled since 
World War II, and multiplied 
fully 50-fold since the turn of the 
Century. The companies own some 
$21 billion of industrial bonds and 
notes, which have multiplied 11- 
fold since World War II. Utilities, 
amounting to $15 billion, have 
likewise grown fast, though less 


spectacularly; while rails remain 
unchanged at $4 billion. The com- 
panies hold only about 2 per cent 
of their assets in common stocks. 

Ownership of city mortgages 
stands at nearly $33 billion, up 
6-fold since the War, and farm 
mortgages have more than trebled 
during the past decade or so. In- 
come-producing real estate, too, 
has grown about as fast. 

Life companies have reduced 
their holdings of Federal govern- 
ment securities since the War: 
but they still amount to fully $7 
billion. State and local govern- 
ment securities continue to expand 
in many portfolios. 

The course of life insurance 
through 90 years of boom and de- 
pression has been marked by 
stable growth through resilient 
response to recovery. Life insur- 
ance certainly is not one of our 
“Prince-and-Pauper industries.” 
The growth-trends of the national 
economy and of life insurance 
move upward together; but the 
life insurance business generally 
forges ahead at a steeper rate 
with fewer and less serious inter- 
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ruptions. On the other hand, life 
insurance is not “depression- 
proof,” for insurance increases, 
and even asset increases, slow up 
and sometimes actually shrink, in 
response to economic recessions 
and depressions. 

During the past 90 years, we 
have had more than a dozen such 
periods. But resilience—the capac- 
ity to spring back after interrup- 
tions—has been an outstanding 
characteristic, both of the Amer- 
ican economy and of the life 
insurance business. 

Economic growth of America 
has by no means followed a steady, 
unwavering uptrend; nor indeed, 
to be truly vigorous, could it 
avoid occasional “growing pains.” 
It has of course experienced the 
business-cycle movements of re- 
cession, depression, revival, and 
prosperity. But the post-recession 
or post-depression rebound has, 
in general, promptly carried the 
economy to new highs in terms of 
a greater national product. And 
such resilience has, every time, 
particularly characterized insur- 
ance company performance, too. 
This general finding is supported 
by a _ special analysis covering 
many decades. Our business is 
more resilient than most others in 
this vigorous, resilient economy 
of ours. 


Five Points Stand Out 


Why does the life insurance 
business weather the _ business 
cycle better than others, and why 
does it show such resilient re- 
sponse to recovery? Five impor- 
tant aspects stand out: 

(1) People have faith in the in- 
tegrity of the life insurance in- 
stitution, and its notable reputa- 
tion for prudent investment policy 
and management, as evidenced by 
having long fulfilled its contracts 
through thick and thin. Life com- 
pany failures over the years have 
been relatively few and far be- 
tween. Moreover, even in those 
few cases, loss to policyholders 
has been virtually nil. As is well- 
known, life insurance manage- 
ments seek safety first, and sec- 
ondarily the best return compati- 
ble with safety. 

(2) People’s high faith in, and 

Continued on page 50 
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valuation of, their insurance pro- 
tection makes them loath to part 
with any, by lapse or surrender, 
except under dire distress which 
our institution helps much _ to 
alleviate in the families hardest 
hit. 

(3) People want and need more 
and more insurance. I wish to 
reiterate that the basic market— 
far from being saturated—is still 
basically under-supplied, thus pre- 
senting to life insurance manage- 
ment a challenge, a duty, and an 
opportunity. Life insurance’ in 
force is equivalent to barely a 
year and a half of the people’s 
income, as mentioned earlier, or 
only about twice their wages and 
salaries in U. S.; and only a little 
Canada—which appar- 
ently leads all the Nations of the 
world according to these two tests. 


more. in 


(4) Life insurance represents 
the very foundation upon which 
an estate is built, for future use 
family should the bread- 
winner’s income be cut off. It is 
the only way feasible, in this day 
of high taxes, to make certain that 
funds will be available in the 
event of death. Although such 
taxes curb the ability to build an 
estate, they spur the incentive to 
create one quickly through life 
insurance, 


of a 


(5) The vigorous sales manage- 
ment of the companies, ever alert 
to new market opportunities, fur- 
ther helps to navigate our business 
through economic 
storms and onward toward fulfill- 
ment of their long-term mission. 


successfully 


Effect of Wars 


Wars divert saving—as they do 
the industrial production stream 
and, in fact, the entire economy— 
to military and related needs. In 
the modern era, wars involve the 
entire Nation, and are fought as 
vigorously on the economic as on 
the military front. 

Life 
trustees of a substantial portion 


insurance companies, 


of the two Nations’ savings and 
investment, naturally invest heav- 
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ily at such times in our Nations’ 
safety, through government bonds. 
At the end of World War II, for 
example, 50 per cent of the com- 
panies’ assets were invested in 
U. S. and Canadian Government 
securities. And in each of our 
earlier wars, too, the proportion 
so invested rose to high levels. 

After a war, as after a reces- 
sion, the companies’ resilience 
quickly asserts itself in getting 
back to our normal function of 
financing the productive system. 
However, when peace is restored 
after each war, the problem of 
how best to help finance the re- 
building of the private economy 
must be attacked in light of new 
circumstances which often did not 
prevail before the war. Life com- 
panies have met the challenge of 
change on every occasion. 

For example, after World War 
II, the companies quickly directed 
their investments away from Fed- 
eral government securities and 
toward meeting the needs of 
both corporations and individuals. 
Those needs were greatly ex- 
panded because the economy had 
grown fast and also because of 
backlogs built up during the war. 
Consequently, the companies’ hold- 
ings of mortgages and corporate 
bonds soared, as noted earlier. 

What is the effect of wars upon 
our life insurance’ function? 
First, of course, the mortality 
rate increases and_ insurance 
claims rise. Indeed, World War I 
was barely coming to a close when 
an even greater call was made 
upon insurance reserves—from 
our worst pestilence, the Influenza 
Epidemic of 1918. Of 
neither the War nor the epidemic 
caught our institution off-guard, 
but found us well prepared by 
earlier prudence to meet large and 


course, 


sudden responsibilities, and to re- 
cover resiliently afterward. 

Secondly, in both World Wars 
and the Korean conflict, Govern- 
ment promotion of life insurance 
for servicemen and_ veterans 
helped to stimulate interest and 
expand the post-War market for 
more self-provided insurance from 
commercial companies. About 90 
per cent of families with at least 
one veteran own some life insur- 
ance, in contrast to 75 per cent for 
other families. 


There is still a third, and un- 
fortunately important, effect of 
war and its aftermath; and that is 
inflation. As price history for more 
than two centuries shows, most 
inflations are war-born and war- 
promoted. Normally after each 
one, price levels once again tend 
to seek their lower pre-war levels. 
That expected downturn was just 
developing following the after- 
math of World War II, when the 
Korean conflict flared up. Then 
the economy became _ burdened 
with the enormous costs of the 
“Cold War.” Because of that 
series of war-connected events, 
and other inflationary factors, 
prices have not yet subsided from 
their inflated levels. 


Varying Price Cycle 


Life insurance, like many other 
types of estate-building, is nat- 
urally affected by inflation. How- 
ever, a word of caution is neces- 
sary in attempting to measure the 
toll that may be taken by inflation 
by “deflating” life insurance in 
force, to correct it for changes in 
the cost of living. Life insurance 
is, by its very nature, not the sort 
of thing which is or could be liqui- 
dated at any one time. On the 
contrary, policies are paid for at 
various stages of the price cycle 
high, low, or middling; and of 
course they mature at various 
times with widely different price 
levels. Hence, only for current 
beneficiaries does the effect of 
higher or lower living costs have 
much significance. To others— 
and that means many more—it 
represents only paper gains or 


losses. 


Inflation and the Current 
Recession 


After viewing the 90-year pic- 
ture of life insurance, it is well to 
consider our institution and the 
current economic situation. 

Though we have been experienc- 
ing a moderate recession in indus- 
trial activity, employment, income, 
and the like, wholesale and con- 
sumer prices have resisted the 
normal easing from the inflation- 
ary levels already attained. How- 
ever, a strong turn-about in our 
national policies to bring on a 

Continued on page 52 
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premature recovery, before giving 
inflationary prices a chance to 
subside somewhat, would seem to 
me dangerous. 

Fiscal, monetary, or other Gov- 
ernment measures to force such a 
recovery would undermine and 
forestall the natural resilience of 
the whole American economy. 
That, as our readers know, actu- 
ally happened during the Great 
Depression, when New Deal efforts 
to combat it prolonged it instead, 
slowed the recovery and sowed the 
seeds of more economic troubles 
later. In fact, many of those still 
afflict the economy. Don’t sell 
short the recuperative powers of 
our free enterprise system! 

The superboom sinee the end of 


Ae) U 'R E q: World War II, inducing such beliefs 

RIGHT — } ; aS an ever-prosperous economy 

| and an ever-rising stock market 

easily brings one’s mind back to 

the previous “New Era” of the 

1920’s. I need not here prove how 

the similar beliefs of that era were 

rudely shattered by the Great 
Depression. 

Although _inflation-promoting 
forces other than war are strong, 
they are not necessarily insuper- 
able—if ‘“‘We the People” collec- 
tively show true prudence and de- 
termination in our economic 
policy. Let us, as a Nation, follow 
President Eisenhower’s counsel, 
and refrain from stampeding our- 
selves into too hasty fiscal and 
monetary actions. Although they 
ae are directed against temporary 

. service is one of the most worked over—and overworked—words in the unemployment, their more lasting 
insurance business. Yet when it is put into practice and not merely talked effects went very likely do more 
about, it is also one of the most valuable. Service is primarily what you hurt, and for a long time, to all 
have to sell, and your clients have a right to expect it. Similarly, you have our fellow countrymen—employed 
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lion policyholders (plus $7 billion 
assets and 7 million policyholders 


| ; Ne ‘ 9 ) > ; > wns 
weenie eneeeenes | in Canada), continue to € xpand 
“Inthe Birthplace of American Mutual Insurance” } our efforts toward marketing life 
| insurance, and toward gathering 
together the people’s small sav- 


ings into the investment stream 





PENNSYLVANIA LUMBERMENS MUTUAL INSURANCE COMPANY needed to nourish healthy expan- 
PLM Building « Philadelphia 7, Pa. | sion of those Nations’ capital 
Branch Offices in New York, Los Angeles, Charlotte, N.C. equipment. 


THE SPECTATOR 





We serve an important economic 
function in decreasing the pres- 
sure of purchasing power upon 
consumer markets and prices dur- 
ing prosperity. At the same time, 
we enable people to set aside fu- 
ture purchasing power for use 
during a period of possible finan- 
cial distress. With four out of five 
families owning some life insur- 
ance, our influence for good is far- 
reaching. Above all, the life insur- 
ance business must not acquiesce 
in continued inflation, but help 
protect the value of its purchasing 
power from that disease, and do 
so by attacking its basic causes. 

In any new industry, or rapidly 
developing one, certain practices 
spring up which need modification 
and correction. This was true of 
course of our own business, toward 
the end of the 19th century. In 
1905 the Armstrong Investigation 
was held and resulted in the New 
York Insurance Law of 1906. That 
established, in many respects, a 
standard code for State laws af- 
fecting life insurance companies. 
As one insurance authority has 
said, “The majority of the provi- 
sions were good” and it is gen- 
erally agreed that the Armstrong 
Investigation was one of the best 
things that ever happened to the 
life insurance business. 

The Temporary National Eco- 
nomic Committee was set up 20 
years ago. The resolution estab- 
lishing the T.N.E.C. authorized 
- . a full and complete study 
and investigation with respect to 
the concentration of economic 
power in, and financial control 
over, production and distribution 
of goods and services.” President 
Roosevelt in his previous Message 
to Congress had raised the ques- 
tion of a possible “concentration 
of economic power” through in- 
vestments by life insurance com- 
panies, because of “... a certain 
kinship to investment trusts.” 

But after long hearings of testi- 
mony, staff investigations, and 
monographs, it was readily shown 
that economic power could hardly 
be imputed to life insurance com- 
panies—whether through invest- 
ment in common stocks (which 
were virtually nil) or through 
other investment or insurance op- 
erations. The more than 1000 U. S. 
and Canadian legal-reserve com- 
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panies actively selling insurance 
to our two peoples, and the statis- 
tical evidence often cited in the 
pages of THE SPECTATOR, attest to 
the vigorously competitive nature 
of the life insurance business, and 
its management. 

Senator Joseph C. O’Mahoney, 
who presided over the T.N.E.C. 
investigations, paraphrased the 
outcome of the T.N.E.C.’s exami- 
nation of life insurance companies 
by declaring, “You came through 
with flying colors.” 

Continued on page 54 
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These were not the only public 
investigations during the past cen- 
tury, nor were such _ investiga- 
tions confined to New York State 


| and the Federal Government. But 


the others, too, underlined Senator 
O’Mahoney’s statement, as well as 
that of ex-Governor and ex-Chief 


| Justice Charles E. Hughes, who 


had conducted the Armstrong In- 
vestigation. Mr. Hughes declared 


| to the companies some 30 years ago 


(20 years after the Armstrong 
Investigation), that there is “no 


safer or better managed business 


’ 


in our country than yours.’ 

In closing, may I offer a per- 
sonal word or two? Looking back- 
ward over the decades, my feeling 
is one of deep gratitude for the 
privilege of having worked so long 
for an institution whose basic ob- 
jective is service. I have in mind, 
not only, nor primarily, the health- 
promoting and other direct social 
services—such as_ those early 
pioneered by Metropolitan through 
its long series of health advertise- 
ments and over a billion health 
booklets, with nursing service, etc; 
nor the broader-scale participa- 
tion, during the last decade or 
two, by many companies through 
(say) the Heart Fund and many 
other ways of lowering mortality 
and morbidity rates of the peo- 
ples whom we serve. To be asso- 
ciated with the Company, and 
with the broader institution, 
which have shown so much intelli- 


gence, imagination and _ public 
spirit has been a deep satisfaction ; 
and that is all to the good. 

However, what I here have in 
mind primarily is something else 

-~namely, the economic and social 
service inherent in the very proc- 
ess of (1) enabling people to pro- 
tect themselves with a more nearly 
adequate coverage of insurance, 
and at the same time (2) enabling 
them to contribute to our two 
Nations’ economy and _ welfare 
through saving and productively 
investing money which, in millions 
of cases, might otherwise have 
been frittered away. And I am 
particularly glad that we now have 
more than 1000 United States and 
Canadian life insurance companies 
working independently toward 
that common, two-fold purpose or 
ideal. We together are making 
progress, but both the market for 
personal insurances and for in- 
vestment capital are still so far 
from saturation that there is 
vastly more progress for our in- 
stitution to make. 

By doing our whole job effec- 
tively and_ efficiently—in good 
times and bad, in War and Peace, 
year in and year out—we not only 
protect the policyholder and bene- 
ficiary from vicissitudes of death, 
disability and old age; we likewise 
promote the best interests of the 
consumer, and aid the national 
economy generally. Social-minded- 
ness of that kind, as well as of 
the direct kind associated with 
health promotion, etc., prevails 
widely among companies in our 
line of business. They vie hard 
with one another to expand their 
services, and I am strong for that 
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sort of rivalry. 

“Competition is the life of 
trade!” That old adage applies no 
less to our line of marketing and 
financing than to any other part 
of our free-exchange economy. 
Always, I have not only promoted 
vigorous management of our own 
company; no less so have I wel- 
comed vigorous competition among 
the companies, and I have long ob- 
served that as the attitude com- 
monly prevailing. 

In our enterprise the practices 
of the actuary in computing pre- 
mium rates are common to all. 
Calculations are based upon the 
mortality table and the multipli- 
cation table. The only sources for 
savings are from mortality and 
from the assumed interest and ex- 
pense factors. 


Healthy Competition 


Decisive evidence that there is 
no stifling of competition within 
our business is provided by two 
simple facts. New companies have 
been born at a healthy rate for 
many decades, and the number 
actively doing business had, long 
before the T.N.E.C., multiplied at 
a very satisfying rate; further- 
more, that was several times faster 
than the firms in all lines of busi- 
nesses throughout United States 
economy. And in the last two 
decades, the companies actively 
doing a life insurance business 
have further multiplied—three- 
fold or so. New companies have 
thrived, while the small ones have 
middle-sized, and_ the 
middle-sized large; so much so, 
that the small and medium ones 
have been generally getting a 
larger percentage share of the 
market. That trend is not only 
recent but decades-long. 


become 


Within our institution, a high 
standard of ethics characteris- 
tically prevails. An outstanding 
quality common to all life insur- 
ance company managements is 
that they are perennially guided 
by not only the principle of what 
can be done, but also by the exer- 
cise of our best judgments of what 
is the right thing to do. While the 
past is of interest to all ‘“Non- 
agenarians,” this one at least has 
always looked mainly to the future 
—and still does. 
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needed after retirement. 

A much larger population, then, 
is living to a much greater age, has 
more money to spend and is spend- 
ing it freely—on air conditioners, 
television sets, clothes dryers, food 
freezers and other household items 
which did not exist a decade ago. 
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Today the uncrowned economic 
king of the country is the con- 
sumer. It is to his whims and 
fancies, luxuries and necessities, 
that we must all pay homage, 
whether we produce insurance or 
vacuum cleaners. Robert Ferber, 
writing in Business Horizons 
(School of Business, University of 
Indiana), states, “Had anyone pre- 
dicted 10 years ago that the main- 
stay of postwar prosperity was to 
be consumer spending, he would 
have been ridiculed. Traditionally, 
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business investment in plant equip- 
ment and in inventories had been 
the sparkplug, as well as the fore- 
token of business conditions; it 
helped determine consumer income, 
which then led to a more or less 
predetermined level of consumer ex- 
penditures.” 


New Needs, New Products 


New consumer needs and desires 
have accompanied the up-grading 
of salaries and wages. According 
to Samuel Lenher, of the Du Pont 
Company, “About half of the com- 
pany’s current sales are from prod- 
ucts that were first introduced by 
Du Pont within the past 25 years, 
and as a result of its research.” 

From industry after industry the 
same story emerges—that of new 
demands being met by new prod- 
ucts and new methods. I have re- 
cently completed a tour of the West 
with my fellow directors on the 
board of a major utility. Our pur- 
pose was to investigate atomic 
energy installations, which are 
satisfying Twentieth Century de- 
mands fer power with Twentieth 
Century methods. 


Pilot Study for Lawyers 


Yet another instance of the way 
fields of endeavor outside our own 
are coping with new demands for 
service is the Annual Legal Check- 
Up devised by the State Bar of 
Michigan. In booklet form, the 
Check-Up enables a lawyer to an- 
nually review a client’s legal status 
in regard to his property, insur- 
ance, taxes, and other personal and 
business matters. It will serve as 
a pilot study for the nation’s state 
bar associations. 

And so it goes. In power, in law 
and in other areas the enterprising 
are reacting to changes by adapt- 
ing to them. But what of the in- 
surance industry? How has it re- 
acted to the changes I have men- 
tioned? 

A small, but rapidly growing seg- 
ment of the business, has pushed 
forward in automobile insurance. 
Employing new methods of distri- 
bution (over-the-counter sales, 
hired salesmen), designing attrac- 
tive policies, developing new pay- 
ment plans, using modern office 
equipment to cut costs, and making 
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full use of up-to-date advertising 
and merchandising techniques, this 
alert segment has walked off with 
the lion’s share of one vast new 
market for insurance; in doing so 
they inevitably are moving into 
other fields of life, property and 
casualty insurance. 

Less bright is the picture of the 
stock-agency segment of the prop- 
erty and casualty business. Al- 
though traditionally it has written 
the major portion of available busi- 
ness, it has seen its share of the 
market decline steadily since the 
1930's. 


Reasons for Decline 


Chief reasons for this decline 
have been the aggressive competi- 
tion of direct writing companies 
seeking new markets (such as the 
automobile insurance field already 
mentioned), the inability or un- 
willingness of the independent 
agency system to expand and cap- 
ture new markets, and the inability 
or unwillingness of traditionally 
operated stock agency companies to 
innovate, to initiate, and to up- 
grade their protection. 

The situation of the stock agency 
companies is not unlike that of the 
wholesalers in the first two decades 
of this century, when, according to 
Professor Paul Converse (Journal 
of Marketing, July, 1957), the 
wholesaler was “losing his position 
of prominence in our distribution 
system. Manufacturers were by- 
passing him and selling to the re- 
tailers. Chain stores were grow- 
ing and doing their own whole- 
saling.”’ 


Trend Reversed 
Today, Professor Converse re- 
ports, “the wholesaler seems to be 
fully as important as in 1929, but 
in some trades there have been 
radical changes in methods of op- 
erations and in_ services _per- 
formed.” Among those “radical 
changes” none is more important 
than the introduction of “one stop” 
shopping, which, Professor Con- 
verse says, has been the vehicle 
enabling both retailer and whole- 

saler to survive and grow. 
For the stock company and its 
agents the lesson is obvious. There 
Continued on page 58 
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"It is a privilege to extend cordial greetings 
to Tom Cullen, for whom | have the highest 
regard, and congratulations to ‘The Specta- 
tor’ for his 45 years, and we hope many future 


years, of editing 'The Spectator’."' 
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Life Paid Up At 65 


e Annual Premium Age 30—$17.47 per $1,000 
e $25,000 Minimum—Men and Women— 

Up to age 55 
e Available for Standard and Special Class Risks 
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Progress and Profitability 


Continued from page 57 


can be great savings when the bulk 
of an agent’s business is given to 
a single company; when a family’s 
entire insurance needs—life, acci- 
dent and sickness, property and 
casualty coverages—are provided 
through a single source. 

The public quickly accepted the 


Say, Herbert.. 











“nackage policy” and seems just as 
receptive to the trend in insurance 
towards “one stop” selling. In fur- 
thering this trend lies our greatest 
opportunity. 

Other opportunities also are 
within our reach. Today there are 
approximately 28 million owner-oc- 
cupied homes in the United States, 
and, according to the Federal Re- 
serve, 56 per cent of the owners 
have mortgage debt. Only about a 
million, or less than 4 per cent, of 
them have the benefit of a modern 


have you noticed 

how many of the very 
top producers are 
hanging their hats 


with the 


GO Company... 


Republic National Life 


of Dallas 


The only way to Grow is Go ... with 
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Homeowners policy. Here is an- 
other vast market that deserves and 
desires improved insurance: protec- 
tion. This is the market which has 
brought General Motors and Ford 
and Chrysler to greatness, which 
has forced today’s unprecedented 
demand for education, for travel, 
for convenient payment plans; 
which has the greatest backlog of 
savings in our history; and, finally, 
which distributes rewards in ratio 
to service received. 


More Spendable Income 


Robert Loken, assistant to the 
publisher of Life magazine and a 
speaker at our Disneyland Confer- 
ence, pointed out another aspect of 
today’s expanding consumer mar- 
ket. Consumers, he said, currently 
spend little more than half their 
incomes for subsistence and in the 
future will spend even less. In 
plain language this means more 
money will be available for insur- 
ance protection. 

In light of the trends I have out- 
lined, enterprising companies will 
continue to improve and broaden 
their coverages, expanding their 
“package policies” and always mov- 
ing towards the goal of “one-stop” 
insurance shopping. Life com- 
panies and life agents already en- 
tering the property and casualty 
provinces will step up their activi- 
ties in these areas. Property and 
casualty companies will continue to 
broaden their base of operations 
and provide for policyholders the 
entire line of insurance coverages 
needed by individuals, families and 
businesses. 


’ 


Within the industry we must aim 
for greater acceptance of the fact 
that variety in distribution meth- 
ods is desirable from the standpoint 
of both companies and the public 
because it fosters a wholesome com- 
petitive atmosphere. 

Change in all things is inevitable, 
and the companies which wish to 
move with the times, improving 
their service through innovation 
and experiment, should not be ham- 
pered by industry restrictions or 
artificial barriers. Only through 
innovation can one satisfy chang- 
ing demands, and only through 
satisfying those demands can in- 
surance progress and increase its 
profit. 
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Advice to Investigators 


Continued from page 33 


the legal profession, this is not the 
self-evident truth that they would 
have us believe. 

In the first place, the regulation 
of the business of insurance has 
been left to the several states, and 
the recent decision by the Supreme 
Court of the United States has 
established that in those fields 
where the business is regulated, the 
Federal government may not inter- 
fere. Examples of such regulation 
which certainly limit “free and 
open competition” are the Work- 
men’s Compensation Rating Law in 
California, the state rating bureau 
in Texas, the North Carolina law 
which requires all companies to be- 
long to one bureau, and finally, and 


for the protection of mutuals. Also, 
they are effective for only one year, 
and the justification for their re- 
newal must be shown annually. 
Even with these restrictions, how- 
ever, there is serious question 
whether, in the final analysis, any 
form of deviation other than the 
participating policy is the “reason- 
able competition” which rating laws 
contemplate and Federal laws per- 
mit. 

It is well known that nowadays 
the great majority of policies cover 
terms of three and five years. A 
company permitted to deviate 10 
per cent can, in the year for which 
the deviation is effective, go all out 
for three and five year business, 
which the competitive advantage 
they have been given permits them 
to do. In many cases, also, they can 
for the same reason acquire agency 
connections at the expense of their 
competitors. Then, as recently oc- 





OCEAN MARINE PREMIUMS WRITTEN 
AND LOSSES PAID (1921-1957) 


(Stock Companies) 


{In Thousands] 


NUMBER OF PREMIUMS LOSSES 
YEAR COMPANIES WRITTEN PAID RATIO 
1957 420 $170,536 $101,750 59.7 
1954 414 143 ,559 82,674 57.6 
1951 = 374. 156,453 82,518 52.7 
1948 362. 156,205 79,121 50.6 
1945 373 85,594 41,465 48.4 
1942 371 69,153 34,361 49.7 
1939 371 47,512 19,236 40.5 
1936 360. 34,295 19,438 56.7 
1933 All American Companies. .. . 22,102 11,464 51.9 
1930 ~All American Companies. . . 31,675 19,832 62.6 
1927 ~All American Companies. .. . 29,956 25,201 84.1 
1924 All American Companies. .. . 36,230 26 ,858 74.1 
1921 All American Companies... . 35,965 36,103 100.4 
Sources: Spectator Insurance Yearbook, Fire and Marine Vol- 


ume 


Spectator Fire Index 





very important, the law in the Dis- 
trict of Columkia which was enact- 
ed by the U. S. Congress, requiring 
that all companies doing business 
in the District belong to the one 
rating organization. In those cases, 
there is no provision for “indepen- 
dent” filings. Does anyone suggest 
that those laws are in violation of 
Public Law 15 or unconstitutional? 

This brings us to the question of 
deviations. It is true that they are 
permitted by the laws referred to, 
but it must be remembered that 
deviations are subject to the same 
rules as the original filings, par- 
ticularly the rule above referred to 
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curred in one state, the deviation is 
not permitted to continue after the 
first year. Nevertheless, the com- 
pany is permitted to continue in ef- 
fect all the long term business it 
has written. 

This is not “reasonable competi- 
tion,” and particularly so where the 
deviation has been allowed on the 
basis of a judgment factor which 
did not materialize. If it appears 
probable that a company can do 
business more efficiently than 
others and thus effect a saving 
which it wants to pass along to its 
policyholders, this can be done 
through the medium of a partici- 


pating policy written at the regular 
rate. In this way a company can 
pass along any savings actually ef- 
fected and can do so without being 
given an unfair and unreasonable 
advantage over its competitors. 

In a public address, an officer of 
one of our prominent “indepen- 
dent” filers called attention to a 
suggestion which had been made 
that rates made in concert should 
cover only the so-called “burning” 
cost—a figure representing losses 
suffered by all companies and be- 
yond the control of any company— 
leaving to free and open competi- 
tion everything else which now goes 
into the rate charged to the as- 
sured. The importance of this is in 
its echoing by counsel for a Con- 
gressional subcommittee who indi- 
cated the Committee would explore 
the question to determine whether 
or not all elements other than the 
burning cost cannot be subject to 
free and open competition. 

This is a suggestion which should 
be brought into the open and aired 
thoroughly. Here is what the record 
shows with regard to the elements 
included in the rate: 

(1) The “burning cost” is com- 
pletely beyond the control of a com- 
pany or bureau; 

(2) It has been demonstrated in 
hearings before the New York In- 
surance Department that the ad- 
ministrative expenses of two of the 
principal “independent” filers was 
about the same as the average of 
all companies, and probably a little 
higher; 

(3) Taxes, other than taxes on 
profits, have to be the same for all 
companies; and 

(4) The percentage allowance for 
profit must be the same for all com- 
panies. 

To clarify this last point, it 
would be entirely improper for a 
supervising authority to allow dif- 
ferent rates of profit, because this 
would allow larger companies by 
operating on a basis of 1 per cent 
profit, for example, to force smaller 
companies out of business. It is 
very easy to illustrate this by refer- 
ence to another field. If, for in- 
stance, General Motors decided to 
limit to a minimum their profit per 
car, they could very well create a 
situation where nobody else could 
afford to manufacture automobiles. 

Up to this point then, the pack- 
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age is about the same for everyone, 
and there is no room for competi- 
tion in the above factors. The only 
item which goes to make up the 
rate which is open is acquisition 
cost—the commission to the agent 
and broker. In New York we have 
decisions which establish that it is 
not possible and not in the public 
interest to make rates on the basis 
of the experience of a single com- 
pany; and, further, that it is not 
permissible to regulate commissions 
through the medium of rate filings. 

In at least one case where it was 
shown that the allowance for com- 
missions was the only substantial 
difference between bureau rates 
and an “independent”’ filing, there 
was even a “gimmick” in connec- 
tion with the commissions, which 
provided for a higher rate of com- 
mission to be paid agents produc- 
ing large volume. This could only 
have the effect of inducing agent to 
take business away from the “in- 
dependent’s’”’ competitors in the 
same agency in order to reach the 
required volume. If all agents fol- 
lowed this course and became eligi- 
ble for the higher rate of commis- 
sion, the alleged saving in acquisi- 
tion costs would be nullified. 

Space does not permit a detailed 
examination of deviations and inde- 
pendent filings which have broken 
out like a rash and are continuing 
until it seems that unless the pa- 
rade is stopped by the forces of 
reason, the day is not far distant 
when we will have more “indepen- 
dent” filers than bureau members 
and subscribers; and every one 
with a different rate. There is one 
question which will have to be 
faced, and this is acknowledged 
even by some of our so-called “in- 
dependents” and that is: how far 
can independence go without wreck- 
ing the entire system of rating? 

Over the years there have been 
built up a number of rating organi- 
zations with the approval of state 
insurance departments. They rep- 
resent the accumulation of years of 
expenditure and perform a function 
without which rating would lose 
whatever semblance it has of a 
scientific process. These organiza- 
tions would cost hundreds of mil- 
lions of dollars to duplicate, and 
now involve’ substantial annual 
cost. There is no compulsion what- 
ever on the part of the companies 


60 


which as members maintain these 
organizations, to continue them, 
spending large sums annually and 
having their officials devote con- 
siderable time and effort in guiding 
their activities. They will have no 
choice but to abandon them. 

In that event we would really 
have free and open competition, 
and rating would be about as scien- 
tific as bookmaking. In fact, we 
would be right back where we 
started at the time of the Merritt 
and Lockwood investigations, with 
every company having a different 
rate and smaller companies being 
forced out of business. That is 
what “free and open competition” 
has meant in the past. 

However, not even the most 
ardent supporter of free and open 
competition in the insurance busi- 
ness believes that the state will, 
or should, allow such a condition to 
exist. History will repeat itself 
and, as in the past, tighter regula- 
tion of ratemaking will result—but 
this time the state will take over 
the function of making rates. 

When the state takes over rate- 
making there will have to be one 
rate applicable to all companies, be- 
cause obviously the state cannot 
consider the peculiar circumstances 
which affect each of hundreds of 
companies, and come up with a dif- 
ferent rate for each. Thus, through 
the alleged virtues of “free and 
open competition” we go_ back 
scores of years and find ourselves 
in a worse position than when we 
started. 

This cycle of the merry-go-round 
illustrates the fallacy of any basic 
assumption that the insurance busi- 
ness is the same as any other busi- 
ness; that an insurance policy is 
like a package of cereal or a pair 
of shoes. It is not. If it were, there 
would be no need for regulation of 
selling price, filing of rates, or ap- 
proval of forms. Neither is the in- 
surance business a public utility 
such as telephone or power com- 
panies, most of which operate as 
monopolies in their own areas, and 
hence most have their selling price 
regulated by the state. If they were 
monopolies, there would be no such 
thing as “independent” operators. 

Insurance is different and unique; 
there is nothing to which it can be 
compared. Fundamentally, the rea- 
son for the state’s concern with in- 


surance rates, is because an insur- 
ance company is selling a promise 
to be performed anywhere from to- 
morrow to five years from now, and 
the state wants to do everything it 
can to insure that the company will 
be solvent when the time arrives 
for it to make good on its prom- 
ise. For this reason, the state feels 
it must regulate rates, but once it 
assumes the right to regulate rates, 
it assumes at the same time the 
duty to see that those rates produce 
a reasonable profit. 


As pointed out above, the courts 
have ruled that rates cannot prop- 
erly be based on the experience of 
a single company, and neither the 
state nor any rating organization 
could attempt to tailor-make a rate 
for each individual company. There- 
fore, we come back again to the 
uniform rate, and the right to rea- 
sonable competition preserved 
through the medium of returning 
actual savings by way of participat- 
ing policies. 


It has been said again and again 
by courts, by supervisory authori- 
ties, and by others that ratemaking 
for insurance other than life is not 
an exact science—we do not know 
what will happen in the future; we 
are sure only of what has happened 
in the past. It follows then that to 
permit a deviation on the basis of a 
lower rate assumes that what we 
cannot know will happen is going to 
happen. On the other hand, under 
a participating policy we are acting 
entirely upon the basis of what has 
happened. The first course, in our 
judgment, constitutes unreasonable 
competition, the second represents 
the “reasonable competition” which 
is contemplated by the language of 
the rating law. 

An investigation of the insurance 
business by a Congressional sub- 
committee approached on the basis 
of a desire to find the true facts 
can accomplish much by way of 
clarification of the real issues, and 
should be heartily welcomed. In ar- 
riving at the answer to peaceful co- 
existence between regulation of 
rates and free and open competition 
in rates, it is hoped that the Com- 
mittee will bear in mind that there 
are some 1,200,000 agents and 
brokers throughout the United 
States who have a vital interest in 
the subject to be discussed. 
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These are busy hands. They’ re 
busy writing up apps, or 
thumbing through the latest 
information on new policy 


contracts. 





Why so busy? They belong to an 
Allstate Agent. A full-time Agent 
who finds more and more custom- 
ers coming to his office each day, 


or stopping at the Allstate booth in 





Sears. Cust ho have heard | , 
‘(HDi imo”: gets support for his sell- 


that he can help them with their 


insurance... and at a saving, too. 


As a trained and licensed insur- 
ance counsellor, he’s got a lot to sell. 


Auto, Fire, Homeowners, Personal 





Theft and Family Liability protec- 


tion. 


ing. Training programs, refresher 
courses, point-of-sale materials, local 
advertising, national advertising, 
and a “direct wire” to the ear of a 


management supervisor. 





He’s active in his community— 
church, school, safety, civic and 
social groups. And he knows he 
does well in service to his clients 
when so many of them come up, 


shake his hand and say, “Thanks!” 


Good hands? You bet they’re good 
hands—good hands all. 


You’re in good hands with 
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HE writer’s qualifications to 
express his views as to what direc- 
tion life insurance advertising will 
take in the coming years is based 
perhaps wholly and solely on the 
fact that he has been actively 
interested and engaged in life in- 
surance advertising for over a 
quarter of a century. The product 
that has turned out under 
my direction has perhaps been 
distinguished more by its unusual 
appeal and presentation rather 
than by its adherence to the well 
accepted format of life advertising 
efforts. I count it as an honor that 
I am one of a handful of charter 
members of the Life Insurance 
Advertising Association and that 
I am still an active dues paying 
member and I hope to remain as 
such so long as I am alive. 


been 


Growth in Life 


During the past twenty-five 
years, life insurance advertising 
has made great strides forward, 
not only in volume of material 
printed, but likewise in the quality 
of the material, particularly in 
appearance. In the early thirties, 
life insurance advertising, in gen- 
eral unfortunately, resembled that 
of a semi-successful patent medi- 
cine company. This comment is 
particularly true as it applied to 
advertising in life insurance trade 
journals. Very few illustrations 
were used. The copy, although 
well written perhaps, was ordi- 
narily set by the printer who pub- 
lished the magazine and it looked 
the part! 

The picture today is very much 
different. A goodly number of com- 
panies both those of large and 


modest size are using national 
magazines. The messages contained 
in the ads are carefully thought 
out and are attractively presented. 
In the trade journal field as much 
care and thought is being put into 
the preparation of these ads as go 
into those used for advertising to 
the insurance buying public. Trade 
journal ads are attractively illus- 
trated, the typography is generally 
excellent and I would judge that 
plates are largely used for the 
printing of the same. This quick 
review touches on the past and the 
present, so what of tomorrow? 
The basic life insurance mes- 
sage in the opinion of the writer 
has always been the same and will 
always be the same and that is— 
life insurance is primarily for the 
benefit of “Mary and the kids.” It 





UR assignment here is adver- 
tising and public relations, and we 
will see how it serves the contrast- 
ing operating principles of two ap- 
proaches to insurance merchandis- 
ing. 

One spokesman for the American 
Agency System point of view ob- 
served recently that it is not the 
rival systems but the American 
public that has created the two 
largest specialty companies in the 
automobile insurance field. If this 
is an accurate appraisal, then it 
suggests an examination of the ap- 
peal which each system has for the 
insurance-buying public. What does 
the average man see when he looks 
at various systems for distributing 
insurance, at their advertising, and 
at their agents? 
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Creating a Company 


Let the ‘Insurance of All Kinds” 
sign symbolize the American Agen- 
cy System. Such an agent repre- 
sents several competing companies. 
He owns his expirations, is free to 
shift the business from one com- 
pany to another at will. He recog- 
nizes no special allegiance to any. 
These principles he regards as 
fundamental to his operation. 

In all good conscience, he holds 
out these points to his customers as 
advantages. The National Asso- 
ciation of Insurance Agents, in its 
national advertising, says that such 
an agent “is free to select the best 
insurance policy ... out of hun- 
dreds offered by different, compet- 
ing companies.” Such an agent, 
they say, “serves you first,’’ and the 
ads use a seal with this slogan as 


the label by which John Q. Public 
can tell one kind of agent from an- 
other. 

The specialty companies are char- 
acteristically represented by exclu- 
sive agents. These agents agree to 
represent but one principal, and to 
sell only the insurance offered by 
that principal. 

It is on this pivot of exclusive 
vs. non-exclusive representation 
that the insurance marketing issue 
turns. No other factor so delimits 
the marketing of insurance, the 
role of advertising or its effective- 
ness. 

One way to see the two ap- 
proaches without the bias that we 
all have as to our own methods is 
to apply the principle to another 
field. How well would Cadillac have 


THE SPECTATOR 











Advertising 


is true, obviously, that life insur- 
ance has many important benefits 
as business insurance, for solving 
educational problems, for insuring 
debts, etc., but if it were not for 
the primary need of taking care of 
the wife and the kids, there 
wouldn’t be enough insurance sold 
to make it worthwhile to stay in 
business. 

Perhaps the very fact that this 
need is the solid hard core of our 
business will be the saving grace 
in these days of inflationary 
spirals. The life insurance indus- 
try can genuinely and sincerely 
deplore the fact that the purchas- 
ing power of the American dollar 
drops each year and there is no 
bottom in sight. However, there 
isn’t anything that the life insur- 
ance business can do about it! The 





By HARRY V. WADE, President, Standard Life of Indiana 


Institute of Life Insurance has 
made a valiant stand through its 
advertising efforts to combat this 
trend, but it would be unwise and 
unthinkable for the business to 
enter the political arena in an 
attempt to block the fall of the 
dollar. 

If we were to attempt such a 
patriotic but foolhardy course, we 
would be assailed from all sides 
and political ropes would be 
thrown about us to tie us up. The 
most we can do is to adopt an 
attitude of “Ain’t It A Shame, 
Mame” and go on about our busi- 
ness. “Mary and the kids” need 
dollars when the husband and 
father drops out of the picture 
and it doesn’t make very much 
difference as to the value of those 

Continued on page 105 





Harry V. Wade, Sr., became president of 
Standard Life of Indiana in 1941. 


chairman of the financial section of the 


He was 


American Life Convention in 1936, and 
treasurer of the Life Insurance Advertisers 
Association from 1941 to 1943. 
president of the Cornell University Alumni 
Association from 1950 to 1952 and is a 
trustee of Hanover College, Ind. Mr. Wade 


He was 


was also a director of the Acme-Evans Mill- 
ing Company and the General Grain In- 


corporators in 1957. 





Personality 


done over the years, if its dealers 
were non-exclusive and could ad- 
vertise only “cars of all kinds’? 
What would have happened to that 
wonderful “collar of psychological 
overtones” which Cadillac has built 
up through years of advertising 
and highly competent marketing? 
Pierre Martineau, director of re- 
search for the Tribune 
said: 
“In our studies we find this in- 
tangible psychological personality 
all important, whether it be for 
banks or savings and loan associa- 
tions, for a retailer or a manufac- 
turer, for a product class or for in- 
dividual brands. All of them have 
a collar of these psychological over- 
tones or attitudes which is almost 
the key factor in buying. We as 


Chicago 
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By THOMAS C. MORRILL, Vice-President, State Farm Mutual 


customers decide whether this per- 
sonality fits us or not. 

“Thus I say that one of the pri- 
mary tasks of management is not 
only to build a good product and to 
price it right but to create this 
psychological label or sign. A prod- 
uct is not only a technical thing— 
it is what other people think it is. 
How is this personality built? By 
merchandising, by advertising, by 
public relations, by service policies, 
by a wealth of other avenues.” 

A great advantage that compa- 
nies like ours obtain from the ex- 
clusive representation concept is 
the welding of agent-company iden- 
tity, and out of this comes the op- 
portunity for a tremendous divi- 
dend—the creation of a company 
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Thomas C. Morrill, vice president of State 
Farm Mutual Automobile and State Farm 
Fire and Casualty, joined the auto firm in 
1950. Previously he had been assistant to 
the Superintendent of the New York In- 
surance Department from 1945 to 1947, and 
Deputy Superintendent from 1947 to 1950 





cigs for fire safety, 


much in evidence in the early his- 
tory of insurance companies, has 
spread far beyond our business in- 
to all phases of community life 
everywhere. 

This growing recognition of the 
effectiveness of fire prevention ac- 
tivity is underscored and given new 
impetus by the startling, record- 
breaking annual fire loss which 
last year exceeded one billion dol- 
lars for the first time. 

That the fire insurance business 
was a motivating force behind the 
development of fire fighting and 
fire prevention is borne out in the 
history of the United States, in- 
deed of Europe and other places 
throughout the world. 

During the 1800’s, America was 
bustling with activity, expanding, 


Insurance Builds 


laying the foundation for a young 
nation destined to occupy a posi- 
tion of world leadership. 

It was a time, too, when less 
glamorous action was being taken 
by insurance companies, as well as 
a period when America was on the 
brink of major fire disasters. 

The Hartford Fire Insurance 
Company, for example, as early as 
1813 and 1814 when the business 
had just been launched, was sub- 
scribing regularly to the mainte- 
nance of a fire watch in the city of 
Hartford. In 1815, the Company 
appropriated $200 as a contribu- 
tion to the city for the purchase of 
a fire “engine.” The directors went 
so far on one occasion as to vote 
a bonus to several volunteer fire- 
men “in consideration of their ac- 
tive, laudable and successful exer- 


tions in extinguishing the fire in 
this city.” 

In 1835, Hartford Fire directors 
formalized their interest when they 
voted “that in every case of fire 
which may occur in this city, the 
(fire) company which shall first 
reach the place where such fire 
may have broken out with their 
engine in working order shall re- 
ceive from this office five dollars 
as a reward for their prompt- 
1 ar 

This support by insurance com- 
panies both in America and abroad 
served as an inspiration, and fire 
insurance firms became a source of 
encouragement and leadership in 
the fire prevention field. 

The terrifying Peshtigo Forest 
Fire in Wisconsin which devoured 
hundreds of miles of forest and 





eds of casualty 
insurance and multiple line under- 
writing prompts one observation at 
the outset, i. e., the history of cas- 
ualty-fire-marine insurance shows 
a positive trend towards “All-Risk” 
coverage or “Package Policies.” 
Years before the enactment of 
multiple line laws in the several 
states the long-range future of the 
business was clearly indicated by: 

1. The Ocean Marine and Inland 
Marine concept of “All-Risk” cov- 
erage; 

2. The Bankers’ Blanket Bond 
embracing Fidelity, Burglary and 
Robbery coverages; also the 3-D 
policy for mercantile risks embrac- 
ing similar coverage; 

3. Casualty policies such as: 
(a) The Combination Automobile 
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Liability and Physical Damage Pol- 
icy; (b) The Comprehensive Gen- 
eral Liability Policy and the Com- 
prehensive General-Automobile Pol- 
icy each replaced several separate 
liability forms; (c) The Compre- 
hensive Personal Liability Policy, 
the Farmers Personal Liability 
Policy and the Storekeepers Liabil- 
ity Policy each replaced several 
forms and hence are “Package” 
policies although limited to liabil- 
ity insurance; (d) The Combina- 
tion Residence Policy including 
such coverages as Burglary, Glass, 
Liability, Water Damage and dam- 
age by aircraft and automobile. 

Enactment of multiple line laws 
accelerated the development of 
Package policies and produced: 

1. The Comprehensive Dwelling 


The Future for Package 


Policy embracing casualty and fire 
coverages on the basis of divisible 
premiums by major classifications ; 

2. The several Homeowners Pol- 
icies embracing casualty and fire 
coverages on an indivisible premi- 
um basis; 

3. Commercial and [ndustrial 
Block Policies embracing casualty 
and fire coverages. 

At this point it should be noted 
that two major classes of casualty 
insurance have not as yet been 
fitted into package policies, i. e., 
automobile insurance and compen- 
sation insurance. Automobile in- 
surance currently, and for the fore- 
seeable future, is the most difficult 
problem confronting the companies 
and particularly stock-agency com- 
panies. To be specific: 
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Fire Safety 


left 1000 dead, and the Chicago 
fire, with a loss of $196,000,000 
and 250 people dead, tragically but 
forcefully dramatized the impor- 
tance of fire prevention and safety. 
People all over the country were 
aroused. As we know, the date of 
the Great Chicago Fire is now 
commemorated by annual Presi- 
dential Proclamation as National 
Fire Prevention Week. 

During this seven-day period 
each October, attention is focused 
on the ever-present need for cut- 
ting down on needless loss and 
tragedy. It is a time when special 
effort is placed on re-emphasizing 
the need for constantly being alert 
to fire hazards through education. 

Just as our forebears influenced 
and shaped our way of life, so will 
the children of today bring to bear 


By JAMES C. HULLETT, President, Hartford Fire 


their training on future genera- 
tions. It was with this belief that 
fire prevention education through 
the young people of our country 
would contribute greatly to the 
welfare of the public that the Hart- 
ford Fire Insurance Company 
launched its public-service Junior 
Fire Marshal Program. 

From its simple beginning in 
1947 with nationwide distribution 
of a JFM- “Home Report,” the 
Junior Fire Marshal activity devel- 
oped into what has been described 
as the “world’s largest fire bri- 
gade.” During the past 11 years, 
more than 20 million youngsters 
have become Junior Fire Marshals. 

Among the basic objectives of 
the Junior Fire Marshal campaign 
are to have children recognize fire 

Continued on page 82 


James C. Hullett, president and chair- 
man of the finance committee of Hartford 
Fire, is now president of the National Board 
of Fire Underwriters. Born in Bowling 
Green, Kentucky, Mr. Hullett began his 
insurance career in 1929 in the fire under- 
writing department of the Hartford Fire's 
western department in Chicago. He be- 
came president of the company in 1953. 

He is also president and director of the 
Citizens Insurance Company of New Jersey, 
the New York Underwriters Insurance Com- 
pany, Hartford Live Stock Insurance Com- 
pany and the Twin City Fire. Other affilia- 
tions include a directorship of the Dime 
Savings Bank, Phoenix Mutual Life, Hart- 
ford Electric Light Company, and the Con- 
necticut Institute for the Blind. 





Policies 


1. Increasing accident frequency 
and severity. Despite continuing 
efforts by the industry and others 
there are no signs of improvement 
in automobile licensing laws and 
traffic enforcement. Automobile de- 
sign and speed aggravate the prob- 
lems; 

2. All signs and symptoms point 
to an increasing liberalization of 
court and jury decisions and 
awards; 

3. Increasing opposition, politi- 
cal and otherwise, to rate adjust- 
ments warranted by adverse ex- 
perience; 

4. Legislative pressure for com- 
pulsory insurance or unsatisfied 
judgment funds or both; also, for 
mandatory uninsured motorists 
coverage. 
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By CHARLES L. PHILLIPS, President, U.S. Fidelity & Guaranty 


Unfortunately the foregoing con- 
ditions are beyond the control of 
the industry. Despite improvement 
in highway construction and traffic 
engineering, the real solution rests 
with state and local government. 
This means uniform and realistic 
licensing laws and proper enforce- 
ment of traffic regulations by police 
and courts. This will require under- 
standing and acceptance by the 
public of the need for corrective 
measures. 

Aside from the paramount need 
to improve the loss experience, 
automobile insurance, particularly 
liability, is not readily adaptable to 
a package policy. There are, for 
instance, statutory requirements 
stemming from Financial Responsi- 

Continued on page 83 


Charles L. Phillips, president and chair- 
man of the board of the U. S. Fidelity & 
Guaranty Company, Baltimore, joined the 
firm in 1910 in Chicago as superintendent 
of claims. In 1923 he became vice presi- 
dent and general manager of Metropolitan 
Casualty, New York. 

Mr. Phillips is also a director of the Union 
Trust Company of Maryland, and the Del 
Mor Company. He is governor of the 
Workmen's Compensation Reinsurance Bu- 
reau, and president and a director of the 


Fidelity of Canada. 
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WO strong impacts upon the 
insurance business in America were 
occurring simultaneously 90 years 
ago. THE SPECTATOR was being 
founded, and has been continuously 
active to this 90th commemorative 
issue. Elizur Wright had just been 
evicted as Insurance Commissioner 
of Massachusetts and, being mortal, 
is no longer with us, but his influ- 
ence continues and is specifically 
recognized in the Elizur Wright 
Award. 

Throughout the professions and 
the arts, and in the sciences and in 
business, as well as in domestic and 
international affairs, there are cer- 
tain prizes, awards, medals, hon- 
ors, and distinctions. Possibly the 
most exalted of these are the Nobel 
and the Pulitzer Prizes. These are 
on a very high level, attainable by 


Significance of the 


only a few, and admired and re- 
spected by all. 

But those who are engaged in 
more mundane occupations, and 
who strive to be well-informed and 
to possess esprit in that work, and 
in its progress through the dec- 
ades, have a natural interest in any 
special achievements in that facet 
of life. 

What is the purpose of such 
awards? In what is the concept 
rooted? What is the source of the 
prestige which surrounds them? I 
believe the basic consideration is 
found in that great intangible 
which is so essential to all except 
routine accomplishments: The hu- 
man spirit. This is the ingredient 
that motivates special effort, that 
aspires to quality, that sets su- 
perior goals of performance, and 


that reaches for a point of excel- 
lence and a contribution to one’s 
field of endeavor which is above the 
chore of simply earning a living. 

In short, and as a generalization, 
these various awards represent rec- 
ognition for that which rare spirit 
has achieved, and stimulation for 
others to strive more earnestly. 

The insurance business is a com- 
mercial activity which must neces- 
sarily consist largely of the faith- 
ful performance of a solid body of 
day-in and day-out work, entailing 
no special excitement or inner re- 
ward beyond the satisfaction of 
tasks well done. This is essential, 
and therefore it is commendable. 
But as a significant business of a 
great nation, measured by any 
tests, it has need, as well as does 
journalism, motion pictures, chem- 





HEN I had lunch, recently, 
with my sterling friend and mentor, 
Thomas J. V. Cullen, and he casu- 
ally dropped the word that he was 
readying for publication the 90th 
Anniversary Issue of THE SPEC- 
TATOR, I was properly incredulous. 
It couldn’t be! But yes, it must be! 
After all, it was in the 60th Anni- 
versary Issue of THE SPECTATOR 
that I saw my first by-line in print. 

I was fresh out of Trinity 
College, and had just won my spurs 
as a full-fledged reporter for THE 
SPECTATOR, then a weekly news- 
paper of insurance edited out of 
offices in the old Northern Assur- 
ance Building at 135 William 
Street, New York, and printed at 
the Roy around the 
corner on Gold Street. I use the 


Press, just 
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After Office Hours— 


word “spurs” advisedly. For THE 
SPECTATOR was then under the 
benevolent dictatorship of Arthur 
L. J. Smith, who, as President and 
Editor-in-Chief, put me through 
such an ordeal that one might have 
thought he was the Pope, and I 
a candidate for the sacred College 
of Cardinals. 

Mr. Smith had joined THE SPEC- 
TATOR as private secretary to its 
first editor, Charles H. Goodsell, 
about ten years after the paper 
was founded. When I first en- 
countered him, he had served nearly 
fifty years with the company, 
twenty-three of them as President. 
He was a stocky, energetic man, 
bald as an egg, with angry brown 
eyes. And though he was otherwise 
clean-shaven, he affected a fierce 


little stubble—sort of a crew-cut 
goatee—on his outthrust chin. 

I had answered his blind ad in 
the New York Times, and after our 
second tempestuous interview he 
informed me that he had whittled 
consideration of the many appli- 
cants down to two—myself, and 
Leonard Wood, Jr., son of the 
famous general and statesman, but 
that Wood was “vastly more ex- 
perienced” than I was. 

I thereupon assured Mr. Smith 
not to concern himself about me. 
I explained I had also applied to 
the New York Times for a job, and 
had been promised first chance at 
a vacancy shortly upcoming. At 
this, Mr. Smith became extremely 
agitated. It was unbearable to him, 
apparently, that I should so equate 
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istry, graphic arts, foreign ship- 
ping or mechanical design, for 
stimulation and contemporary prog- 
ress. 

There exists something of a han- 
dicap to this in our business, in 
its rather severe compartmentaliza- 
tion, by which I mean that among 
company executives and employees, 
agents, brokers, loss adjusters, 
etc., there is a strong tendency that 
each shall confine himself to his 
own type of participation and not 
proffer comments or advice to those 
in a different compartment. This is 
more pronounced in the insurance 
business than elsewhere. It is sug- 
gestive of the vestiges of the caste 
system which is still recognizable 
in British commercial life. All the 
more need, then, that a rallying 
point be found toward which all 


elements have opportunity to con- 
tribute. 

Elizur Wright had a vigorous, 
inspired and stormy career in the 
interest of sound insurance opera- 
tions. He was born in South Can- 
aan, Connecticut, on February 12, 
1804, and moved with his family to 
Talmadge, Ohio in 1810. His father 
became the principal of Talmadge 
Academy. In 1829 Elizur Wright 
became Professor of Mathematics 
and Natural Philosophy in Western 
Reserve College (now Western Re- 
serve University in Cleveland). 

In the prime of his life, he made 
as many as 250,000 mathematical 
calculations in a year, developing 
tables of experience which strength- 
ened insurance company finances 
and steadily squeezed out both 
guess work and chicanery. He held 


By CLAYTON G. HALE, 
LL.D. (hon.), Hale & Hale 


Clayton G. Hale is managing partner of 
a firm of agents and brokers in Cleveland, 
with licenses in 12 States and Canada. He 
is a consultant to the Office of Secretary 
of Defense, to the Commission which built 
the Ohio Turnpike, and is a member of 
the Advisory Committee of Ohio Superin- 
tendent of Insurance Vorys. 

Mr. Hale lectures periodically at the 
School of Business Administration of the 
University of Michigan. He has written 
over 60 articles of interpretation of sta- 
tistics and trends for The Spectator since 
1927. 


a great faith in the importance and 
the future possibilities of the in- 
surance business and particularly 
the life insurance business because 
he felt it was closer than property 
insurance to the lives and affairs 
of citizens as individuals. 

He travelled to Scotland to fur- 
ther his study of actuarial mathe- 
matics and was strong in his in- 
sistence that if insurance compa- 
nies were to be allowed, and even 
urged, to pool their loss experience 
to arrive at a broader application 

Continued on page 89 
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the Times with THE SPECTATOR. “I 
have decided,” he announced, “‘to 
hire both you and Mr. Wood on a 
six-month trial basis, and may the 
better man win.” I was too as- 
tonished to protest either the per- 
emptory character of the offer, or 
the $25-per-week salary that went 
with it. 

As it happened, Leonard Wood, 
Jr. and I became fast friends, and 
there was more than enough work 
around the place for both of us, 
though Leonard shortly moved on 
to other pastures. Meantime, when 
the Times opportunity materialized, 
I was too absorbed in THE SPECTA- 
TOR operation to leave. I was to 
stay on with the paper for fourteen 
years. 

If I learned one thing from Mr. 
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Smith, it was the importance of 
the accuracy of the printed word. 
There was a legend in the office 

it may have been apocryphal—that 
during World War I, when feeling 
against anything Germanic was 
running high, THE SPECTATOR in- 
advertently referred to Otho E. 
distinguished insurance 
executive of British extraction, as 
Otto E. Lane; that Mr. Lane there- 
upon cancelled his company’s ad- 
vertising in THE SPECTATOR for all 
eternity, and that Mr. Smith 
promptly fired the writer, editor, 
and proofreader 
error. At any rate, the first time I 
committed what Mr. Smith deemed 
to be an error, he did not fire me, 
but merely docked my salary “by 
I resigned 


Lane, a 


involved in the 


an appropriate amount.” 


By ROBERT SHEEHAN, 


Associate Editor, Fortune Magazine 


in protest. Then Tom Cullen inter- 
ceded for me. And in the ensuing 
uproar I somehow emerged with a 
$5 raise in salary. 

But it was an indelible experi- 
ence. A short time later 1 was 
assigned to compile, edit, and per- 
sonally proofread THE SPECTATOR’S 
Handy Guide, a 1,000-page com- 
pendium of life insurance policy 
forms and rates that was printed, 
I believe, in 5-point-type. “The Old 
Man,” Tom Cullen warned me, “will 
shoot to kill on this one.” I did a 
perfect job. But when I began it, 
I had big, baby-blue eyes, like Jack 
Benny’s, and scorned spectacles. 
Since that time, I’ve never been 
able to recognize even my wife, at 


five paces, unless I have my glasses 


Continued on page 116 
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Insurance Company... 


FROM PREMIUM ACCOUNTING TO PAYROLLS...ALL ON THE IBM 705 


Two weeks after the IBM 705 was in- 
stalled, millions of punched card rec- 
ords servicing American National’s 
$4 billions of insurance were trans- 
ferred to magnetic tape. Less than 
three months later, the system was 
performing a huge part of American 
National’s accounting operations. 
Ordinary premium accounting, 
commission accounting, and notice 
writing were being processed by the 
705. Actuarial files were recomputed 


data processing electric typewriters * time equipment + military products 


to permit calculation of reserves, 
cash values, and other nonforfeiture 
benefits. Weekly industrial payrolls, 
registers of sales progress and cumu- 
lative agents’ commissions were also 
done on the 705 system. 

American National’s 705 is now 
issuing ordinary and monthly debit 
ordinary policies. It is printing policy 
data pages, modification forms, and 
record stencils. It is handling agents’ 
commission accounting, calculating 


premiums, computing policy change 
dates, and inserting policy coding. 
Learn about the 705’s speed of con- 
version, the swifter actual produc- 
tion, and the accuracy that means 
parallel procedures are dropped 
sooner. Call your IBM representa- 
tive or write: LIFE INSURANCE 
DEPARTMENT A58-a, International] 
Business Machines Corporation, 590 
Madison Avenue, New York 22, N.Y. 
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Our “High Purpose” 


Continued from page 29 


American life insurance. If it per- 
sists there is grave doubt that the 
institution of life insurance will 
remain in a position to perform its 
historic role as a creative force in 
our society and economy. 


Under 60% Legal Reserve 


As background for this discus- 
sion, let us bear in mind some dis- 
concerting facts. When we con- 
gratulate ourselves on attaining the 
impressive total of $450 billion of 
insurance in force, let us not forget 
that $122 billion of this is group 
insurance, and another 45 billion is 
term insurance. Thus, less than 60 
per cent of the life insurance in 
force today is, properly speaking, 
“legal reserve life insurance.” 

Furthermore, when we examine 
the growth pattern over the past 
decade, we find that though ordi- 
nary life insurance did indeed dou- 
ble during that period, group cov- 
erages increased by more than five 
times, and term insurance _in- 
creased by 722 per cent or more 
than seven times. If this pattern 
persists, we may expect that by 
1967 group insurance will exceed 
all other forms of life insurance 
combined, and that of the total in- 
surance in force, less than 39 per 
cent of it will be represented by 
policies having cash values. 

Plainly, this trend indicates a 
retreat from the high purpose and 
performance of the institution of 
life insurance in two important re- 
spects: 

The first concerns the American 
character. In the past, life insur- 
ance has been the very embodiment 
of the American’s capacity for 
thrift, self-reliance, individual ini- 
tiative, and responsibility for his 
own security and the security of 
his loved ones. We often speak of 
the American way of life. In what 
finer manner is it expressed than 
in the voluntary purchase of a pol- 
icy combining protection and sav- 
ings? It is the act of a free man 
that dignifies the individual, 
strengthens the family relationship, 
and thus strengthens and elevates 
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FIDELITY PREMIUMS WRITTEN AND 
LOSSES PAID (1926-1956) 


{In Thousands] 


NUMBER OF 
COMPANIES 

All Companies. . . 

All Companies. . . 

All Companies. . 

1947 All Companies. . . 

1944 315 Casualty Companies.... 

1941 314 Casualty Companies... 

1938 310 Casualty Companies... 

1935 All New York Companies:. 

1932 All New York Companies>. 

1929 All New York Stock Companies:.. . 

1926 All New York Stock Companiesc.. . 


YEAR 
1956 
1953 
1950 


PREMIUMS 

WRITTEN PAID 
$80,599 $27,769 
69,176 22,839 
52,114 17,514 
45,137 10,340 
45,559 5,740 
42,250 8,133 
40,590 9,810 
40,623> 10,492 
42,770° 21,861 
41,014» 19,431 
35,041» 16,190 


LOSSES 


SSIRVSERESE 
Nl $"$ONNHDODCeA 


® Stock and mutual casualty companies licensed in New York. 


> Premiums earned. 


° Stock casualty companies licensed in New York. 


Sources: Spectator Insurance By States 
Spectator Insurance Yearbook, Casualty Volume 





the character of our whole Ameri- 
‘an society. But is group insur- 
ance, for all its worthy purpose, 
an expression of individual respon- 
sibility? Quite the contrary, of 
course, is true. 


Salvation in Cash Values 

The second concerns the Ameri- 
can economy. It has long been our 
proud boast that as a stabilizing 
force in the American economy, the 
institution of life insurance is un- 
surpassed. Its historic role has been 
to divert money from speculation 
during inflationary boom times, 
and to release billions in purchas- 
ing power during periods of de- 
pression. We know, of course, that 
in the great depression of 1929, the 
values residing in their life insur- 
ance policies were the only salva- 
tion of thousands of individual 
Americans. We can only guess that 
available life insurance 
provided the margin that meant 
salvation for the whole economy. 
At any rate, during the first three 
critical - 1930-1932, U. S. 
life insurance companies 
out over $2 billion in cash policy 
loans, and over $1.5 billion in cash 
values (all in addition 
to nearly $3 billion in death claims, 

dividends, endowments, etc.). 
The current 
minder to us that depressions are 
possible, despite the built-in stabil- 


reserves 


years 
poured 


surrender 


recession is a re- 


izers now supplied by the Federal 
government, and the question 
arises, could life insurance, in the 
event of a serious future depres- 
sion, perform a service of propor- 
tional magnitude to that performed 


in 1929? Unless there is a con- 


siderable modification in the pres- 
ent trend toward pure protection 
as opposed to policies that build up 
loan and surrender values, the an- 
swer must be in the negative. 
Now, none of the foregoing is 
intended as a disparagement of 
group insurance as such. A lot of 
water has flowed under the bridge 
since the charge was heard, some 
thirty years ago, that group insur- 
ance was “a menace to legal reserve 
life insurance, a_ discrimination 
against regularly examined policy- 
holders ... unfair in principle, and 
dangerous in practice.” We all un- 
derstand that growth of group life 
insurance and group annuities was 
inevitable under the pressure of 
modern labor legislation, the rise 
of collective bargaining, the empha- 
It was 
incumbent, of course, upon the life 


sis on fringe benefits, etc. 


companies to offer their services to 


meet such whenever it 


was evident 


problems 
that insurance could 
supply the best solution. 


Durable Fallacies 

Similarly with term insurance. 
As every good life underwriter 
knows, there are certain circum- 
stances under which term insur- 
ance is quite properly applied in 
the composition of an individual’s 
life insurance program. But I never 
cease to be astonished at the dura- 
bility of the idea that 
term insurance, by itself, is ade- 


fallacious 


quate “protection” in the full sense 
of the word, and above all, that it 
is ‘cheap.’ 

Recently, for example, a reputa- 
ble financial published a 


’ 


writer 
Continued on page 70 
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book in which he blandly advocated, 
as an ideal insurance program, that 
the policyholder purchase term in- 
surance from a stock life insurance 
company, and then invest the “sav- 
ings” therefrom in the stock of that 
same life insurance company! Sup- 
pose policyholders in vast numbers 
followed such advice. It would be 
interesting, would it not, to see 
what happened to the stock of a 
life insurance company in which 
90 per cent of the insurance in 
force was represented by term pol- 
icies? 


Better Job Needed? 


But there is a challenge in the 
fact that at this late date, such 
ideas are still given circulation, 
and obviously meet with some ac- 
ceptance on the part of the insur- 
ance buying public. It suggests 
that we in the life insurance busi- 
ness are not doing the job we 
should be doing in education, com- 
munications, and sound salesman- 
ship. 

I think that those of us who are 
charged with the management of 
the life insurance business should 
take especial care never to let our 
minds, our hearts, and our purpose 
stray from the concept of life in- 


surance as an institution, and the 
things that institution was de- 
signed to do for our society and 


our country. 


Tontine "Cannibalism" 


In the past, whenever life insur- 
ance executives have put the busi- 
ness first, and the institution sec- 
ond, they have run into trouble. At 
the very moment THE SPECTATOR 
was being founded, for example, 
certain companies, in their greed 
for business and desire to excel 
competitively, were plunging into 
the writing of tontine policies—a 
form of gambling, really, that El- 
izur Wright so aptly described as 
“life insurance cannibalism.” And 
many years later, it was the uncon- 
trolled urge for size and power at 
any price that led to the troubles 
of the Armstrong Investigation. 


Certainly, the life insurance mar- 
ket today is a competitive one, and 
it has been rightly said that if the 
companies won’t furnish the insur- 
ance coverage which the public de- 
mands, the government, or some 
other type of fiduciary, will. But 
it would be a great mistake if the 
life insurance companies, in their 
anxiety to appease the public, neg- 
lected their obligation to educate 
the public, and fell into the sloth- 
ful habit of selling that which is 
expedient rather than that which 
is of greatest service to the public 
in the long run. We shall be less 
than faithful to our trust if we 
fail to emphasize those policies 
which create appreciable reserves, 
and which protect against the 
emergencies of life as well as death. 

A quarter of a century ago, more 
than 90 per cent of the life insur- 
ance in force was provided by indi- 
vidual policies. Today, less than 65 
per cent of the insurance in force 
is so constituted. And right here, 
I’d like to say a word in behalf of 
a form of life insurance that was 
much maligned in the past, but 
which today, I submit, is doing a 
heroic job of counteracting the 
philosophy that the American work- 
ingman should look to his govern- 
ment, or to his employer, rather 
than to himself, for his security. 
I refer, of course, to industrial in- 
surance. For though industrial in- 
surance constitutes but 10 per cent 
of the total life insurance in force, 
it is represented by 112 million in- 
dividual policies, almost 50 per cent 
of the total number of policies on 
the books of American life compa- 
nies today. I think it must be con- 
ceded that industrial agents are do- 
ing an outstanding job of educating 
millions of Americans to the true 
values and purposes of life insur- 
ance. 


90 Years of Growth 


Let us, by all means, take pride 
in the growth and progress of in- 
surance that this anniversary issue 
of THE SPECTATOR celebrates, and 
let us dedicate ourselves to an in- 
calculably greater growth in the 
decades ahead. But let it not be 
accomplished at the expense or 
erosion of fundamental principles 
and purposes established ninety 
years ago. 
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An outstanding new State Mutual Major 
Medical policy with many hard-to-match sales 
features — to make selling easier and more 
profitable for you. Not a substitute for, but a 
supplement to basic, short-term medical, surgical 
and hospitalization plans — to help pay the BIG 
bills which otherwise might threaten a family’s 
financial security and create years of debt. 


Sales Features of the NEW State Mutual Major Medical Policy 





@ Benefits up to $7500 for any one sickness or injury 
@ Low cost: $500 deductible, co-insurance 80° — 20% 
@ Up to 90 days to satisfy deductible 
@ Guaranteed continuable to age 65, adjustable premium 
@ Covers expenses for services and supplies both in and out 
of hospital Send for full 
@ Benefit period —2 years information about the 
@ No extra cost for coverage on additional children after the first STATE MUTUAL 
@ Conversion privilege for children Major Medical Policy 
@ Mother if not yet 65 becomes policy- ¥ 
owner on death of father - aaeatiateataiataatatainiaiaiaaa see eee eee eee eeeeeee 
@ Particiatine | STATE MUTUAL LIFE ASSURANCE COMPANY OF AMERICA 
oe § WORCESTER, MASSACHUSETTS 
‘ 
| 


_ Please send me full information about your new 
; Major Medical policy. 





STATE MUTUAL LIFE 





na as - "Ss Name 
ASSURANCE COMPANY OF AMERICA 
Home Office: Worcester, Massachusetts Company 
Street 
City State 
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ness. When the full brunt of our 
creative resources has been applied 
to the development of new, progres- 
sive concepts in marketing and 
sales, we can rightfully anticipate 
a series of stimulating develop- 
ments that will create considerable 
interest and excitement. 


To those who minimize the im- 
portance of modern merchandising 
techniques despite a new era of in- 
formed insuring buying, we can 
only say that, if the individual 
policyholder remains our greatest 
opportunity then we must continue 
to develop and welcome those mea- 
sures which help to cultivate his ap- 
preciation of our service. It goes 
without saying that those who 
make a case for their service in 
the minds of the public will con- 
tinue to operate at the same stand 


THE HEAD 


OF THE 


PILOT 


Through more than half a century the Pilot 


has been headed by men of wisdom and foresight, 


men prominent in the insurance field. Their service 


and attention to policyholders have made the Pilot's 


great expansion record possible and its future 


growth a certainty. 





LIFE, GROUP, ACCIDENT & SICKNESS 


O. F. STAFFORD, PRESIDENT @ GREENSBORO, NORTH CAROLINA 





in the future although heaven help 
the individual or firm who promises 
quality of product or service and 
then fails to “deliver the goods.” 

While a firm believer in the in- 
dispensability of both personal 
salesmanship and commercial ad- 
vertising, I must emphasize that all 
the modifications in our traditional 
methods will prove of little avail 
if we do not correct those factors 
that are responsible for our pres- 
ent predicament. 


Better Rating, Underwriting 


All of which brings us to other 
prospects for the immediate future: 
the overhaul of an antiquated rat- 
ing system and a return to the basic 
principles of our business—sound 
underwriting practices, tighter su- 
pervision of the expense factor, 
growing interest in ways and means 
to bring about greater economy and 
efficiency in accounting and operat- 
ing procedures, and a closer rela- 
tionship between company and 
agent. 

At this date it is not possible to 
predict when it will happen, but 
the streamlining of a rating system 
which has its roots in the past is a 
must if the confusion harmful to 
the public as well as to agents and 
companies is to be eliminated. It 
is hoped that when such action is 
initiated the revised system will 
guarantee that rates reflect con- 
temporary loss patterns and trends 
more efficiently and promptly than 
they do today. 

At this writing considerable 
progress has already been initiated 
in the development of a new fire 
insurance rate level adjustment 
program which provides higher 
rates in times of ascending loss 
costs while bringing about speedier 
rate reductions when the loss ex- 
perience turns downward. If ap- 
proved, this procedure will ob- 
viously provide greater flexibility 
and responsiveness to our needs 
while affording producers a sharper 
competitive edge. 

It is proverbial in our business 
that too much prosperity inevitably 
results in a false sense of security 
and a disregard for, or actual de- 
fiance of, one or more time-tested 
principles. This applies particu- 
larly to underwriting, for in periods 

Continued on page 74 
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“I like to have a little edge on the other guy when I go prospecting.” 


Beat competition with Bituminous! 


There’s a good deal to be said for “gettin’ there fustest.” There’s 
also a lot to be said for getting there with “the mostest.” If you’re 
out for big premium writings in workmen’s compensation and 
liability, Bituminous’ rating plans, and — more important — 
Bituminous’ methods of applying them, get you there with a 
plan your big risks will accept and keep. Write for the Bituminous story. 


ituminous 


‘B CASUALTY CORPORATION 
nes 


( Bituminous Fire And Marine Insurance Company 


ROCK ISLAND, ILLINOIS 
SERVICE 
Specialists in Workmen’s Compensation and Liability Lines 





-) 
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SURETY PREMIUMS WRITTEN AND 
LOSSES PAID (1926-1956) 
{In Thousands] 


NUMBER OF 

YEAR COMPANIES 

1956 All Companies 

1953 All Companies 

1950 All Companies... 

1947 All Companies. . 

1944 315 Casualty Companies 

1941 314 Casualty Companies 

1938 310 Casualty Companies 

1935 All New York Companies* 

1932 All New York Companies* 

1929 All New York Stock Companies:. . 
1926 All New York Stock Companies:°. 


PREMIUMS LOSSES 
WRITTEN PAID RATIO 
$159,246 $50,644 31.8 
136,148 23,479 Adue 
109,770 13,377 12.2 
63,709 3,360 5.3 
39,298 5,431 13.8 
58,950 5,066 8.6 
47,750 7,290 15.3 
36,434» 12,123 33.3 
37,594» 32,942 87.6 
55,644» 24,552 44.1 
53,226» 15,185 28.5 


* Stock and mutual casualty companies licensed in New York. 


> Premiums earned. 


° Stock casualty companies licensed in New York. 


Sources: Spectator Insurance by States 
Spectator Insurance Yearbook, Casualty Volume 
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when we prosper generally from 
natural causes we are prone to for- 
get that we are underwriting in- 
stitutions and that regardless of 
the income garnered from other 
sources, we shall inevitably rise or 
fall on our ability to make a rea- 
sonable profit on the selection of 
risks. While there are many con- 
tributing factors to the poor experi- 
ence of the last two years, it is no 
secret that in recent years the in- 
dustry has not given underwriting 
the attention and interest it must 
have for profitable operation. 


On a Class Basis 


While it may not appear so on the 
face of recent results, considerable 
strides have already been made to 
improve underwriting facilities. If 
you will pardon a personal refer- 
ence, the underwriting operations 
of my own company have been re- 
vised from a territorial to a class 
basis, a delicate undertaking that 
called for great understanding and 
cooperation on the part of many, 
many people. According to one 
observer, this reorganization was 
comparable to Casey Stengel’s feat 
of re-building an entire Yankee 
team during the course of a season 
while in the thick of a pennant 
fight. Be that as it may, it was a 
profound change in_ traditional 
methods and should prove beneficial 
to company and producers alike. 

Since the close of World War II, 
the science of electronics has revo- 
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lutionized our way of life. Through 
automatic controls and information- 
handling systems that cut from 
months to minutes the processing 
of vast quantities of paper work, 
electronics has been applied to 
achieve new economies and effi- 
ciency. Considering the large and 
growing amount of routine and 
repetitive work encountered in our 
business, there is an outstanding 
role to be played by electronic auto- 
mation—in collecting and _ proc- 
essing data, in the saving of space 
by replacing conventional machines, 
in freeing clerical help for more 
creative activity, and in the ad- 
vantage of doing several jobs simul- 
taneously. 

While costly in the initial stages, 
the continued development of elec- 
tronic data processing systems for 
use in our business should even- 
tually reduce operating expenses 
while increasing efficiency — two 
very desirable assets in our strug- 
gle for competitive superiority. 


Progress Assured 


It is not difficult to predict prog- 
ress in all of these areas—rate re- 
lief, tighter underwriting, greater 
control over the expense factor— 
for each must improve if we are to 
gain the flexibility necessary for 
the maintenance of our leadership. 

In recent months there has been 
considerable discussion about the 
influence life insurance and its sell- 
ing and distributing techniques will 
have on our way of doing business. 
There is little doubt that the ac- 
quisition or formation of life com- 
panies by property insurers will 
place both systems in somewhat 


closer juxtaposition. I do not think, 
however, that any one system will 
dominate the other now, or in the 
future. Rather the adoption of the 
most efficient and successful tech- 
niques of both systems will hasten 
the day of what has been called 
“one stop” selling and will even- 
tually bring about the more wide 
spread development of local agen- 
cies expert in the knowledge of all 
insurance lines. While the de- 
velopment of life insurance in- 
terests by property insurers is ob- 
viously no get-rich-quick scheme 
but rather one of slow, patient de- 
velopment, it will afford greater 
stabilization to underwriters and 
bring closer the day when service 
will be provided that covers com- 
pletely the insurance needs of the 
policyholder. 


Stronger Relationship 


There is yet another prospect for 
the future—perhaps the most im- 
portant of all—which I believe will 
prove the greatest bulwark against 
any kind of competitive threat. I 
refer to the tightening of the bonds 
between company and agent that 
inevitably follows times of stress 
or challenge. 

There has never been a time when 
the best insurance an agent could 
have is a good company, just as the 
greatest assurance a company can 
have has always been a good agent. 
When a company offers its agents 
financial strength and stability, ex- 
perience and flexibility, and good 
field, loss and underwriting service; 
when the agent provides personal 
interest and concern, good adminis- 
tration, sound growth and _ per- 
petuation, intelligent and consistent 
merchandising—when each member 
of “the partnership” renders to the 
insuring public the best of which 
he is capable, the combination is 
unbeatable, resulting in the most 
practical, efficient and altogether 
satisfactory method of providing 
property protection in the world. 

If we continue to seek a greater 
degree of cooperation and under- 
standing in the company-agency 
family, adhere closely to the sound 
principles of the business and make 
a dedicated effort to master the 
techniques of modern merchandis- 
ing, then we need have little fear 
of any challenge to our leadership, 
now and in the future. 
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Not for a day—but for all time... 


Many galaxies of stars are a million light years 
away, just as they were in 1859, the year The 
Equitable opened its doors. But today, with man’s 
first penetration into Outer Space, we are begin- 
ning to conquer the frontiers of our Universe. 
When The Equitable was founded, only terres- 
trial frontiers challenged mankind. In America, the 
Western wilderness was still being explored by 
venturesome pioneers. And life insurance, too, had 
many frontiers toconquer. The vast majority of the 
American people had to be informed of the advan- 
tages of life insurance. Coverages were limited 





heavy restrictions were even imposed on individ- 
uals traveling by sea. And the agent’s lot a hun- 
dred years ago was often insecure and precarious. 

Today, The Man from Equitable enjoys social 


and economic advantages his 19th-century coun- 
terpart would not have dreamed possible. Wide- 
spread advertising and public relations campaigns 
add to his stature in his community. Extensive 
training courses and a broad range of policies and 
services make him an indispensable man to his 
friends and neighbors. His pension plan has few 
equals in the industry. 

And, above all, he knows he is associated with 
an organization that, like the stars, is here “not 
for a day—but for all time,” as predicted by an 
early underwriter. 

That is why so many life underwriters of 1958 
choose an identification that works for them today, 
tomorrow, and all the years to come, and become 
...-The Man from Equitable! 


“ 
THE Equitable LIFE ASSURANCE SOCIETY OF THE U.S, 


393 Seventh Avenue, New York 1, N. Y. 
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tracts and operate solely on a com- 
mission basis, on their own account 
as independent contractors, and 
maintain their own offices separate 
and apart from any production of- 
fice maintained by an insurance 
company. 

Economy of operation, since it 
eliminated to a great extent the 
duplication of insurance company 
branch offices, was a prime factor 
in the success of this new venture. 
More important, however, the sys- 
tem had a built-in guarantee to the 
buyer of insurance—the public— 
that his needs would be covered by 
tailor-made protection. In other 
words, the independent local agent, 
operating under the American 
Agency System, is able to select 
from among many reputable, long 
established stock companies, the 
particular types of policies that 
best suit the client’s requirements. 

Approximately 150 years have 
elapsed since the appointment of 
the first agent and in that time the 
independent local agent has grown 
into a veritable giant measured in 
hundreds of thousands, along with 
a like growth on the part of his 
principals. 

When we view today’s truly in- 
dependent local agent, and realize 
the unique and substantial position 
he occupies in his community, we 
are naturally inclined to think that 
it was always so. Appraising his 
small businessman status, and his 
dependability when it comes to ac- 
tively working on any worthwhile 
civic enterprise, we find it difficult 
to imagine the local agent in any 
other light. 

Yet it was not many years ago 
when he was regarded as consider- 
ably less than the respected busi- 
nessman he is today. Mr. Local 
Agent definitely was classified in 
the “drummer” class—or salesman, 
if you will. Most of them operated 
“out of their hats,” so to speak. 
And very few, if any, had any sub- 
stantial business to crow about. 

This is not to say that they were 
poor “salesmen,” but rather it re- 
flected the conditions that prevailed 
150 years ago. Insurance itself, 
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outside of marine coverage which 
had been thriving for hundreds of 
years prior to that time, was prac- 
tically unknown to the average citi- 
zen. When flames flared up and 
wiped out homes or businesses, peo- 
ple regarded this as an unfortunate 
calamity and an act of God over 
which they had no control. If they 
were able to put out the raging 
flames through superhuman efforts 
on their part and their neighbors 
on the water bucket line, all to the 
good. If the loss was total, every- 
one’s efforts turned to rebuilding 
the burned out structure. 


of ideas and opinions about the in- 
surance business. After consider- 
able correspondence among the 
prominent agents of the day, Robert 
Brannen of Denver called a meet- 
ing in Chicago on September 30, 
1896. Twenty prominent agents 
(now listed in the National Asso- 
ciation’s dusty archives as_ the 
“Twenty Immortals”) showed up at 
the Great Northern Hotel and set 
in operation what has come to be 
regarded today as one of the finest 
associations of businessmen in the 
country. 

Those were the times that, al- 





GROUP ACCIDENT AND HEALTH PREMIUMS 
WRITTEN AND LOSSES PAID (1940-1956) 


{In Thousands} 


NUMBER OF PREMIUMS LOSSES 
YEAR COMPANIES WRITTEN PAID RATIO 
1956 All Companies. . $1,862,321 $1,185,800 63.7 
1954 All Companies. . 1,431,926 1,067,410 74.5 
1952 All Companies 1,027,836 780,718 76.0 
1950 All Companies 620,921 419,826 67.6 
1948 All Companies... 409,079 260,961 63.8 
1946 318 Casualty Companies 87,730 58,170 66.3 
1944 315 Casualty Companies 85,106 62,865 73.9 
1942 316 Casualty Companies 41,665 29,806 71.5 
Sources: Spectator Insurance By States 


Spectator Insurance Yearbook, Casualty Volume 





As more and more of the wooden 
structures of the day succumbed to 
the hungry fire demon, sound think- 
ing businessmen made provisions 
to protect their interests. It be- 
came increasingly more simple for 
insurance companies to “spread the 
risk,” the foundation principle of 
sound insurance underwriting. In 
like proportion to the increased 
strength and size of the companies, 
local agents sprung up across the 
land. By saving the expense of set- 
ting up branch offices all across the 
country, insurance companies were 
able to extend their operations over 
a wide area in an efficient and prof- 
itable manner. 

In those days ethical practices 
and fair dealings did not constitute 
normal operations for many local 
agents and for many companies. 
Competition for business was in- 
tense and oftentimes ruthless. 

To correct these conditions and 
uplift the standards of the industry 
concerted and cooperative action 
was necessary. 

In addition, many of the larger 
and farsighted local agents felt 
keenly the need for an interchange 


though they might not have “tried 
men’s souls,” certainly gave evi- 
dence that it was “every man for 
himself.” Yet here were these local 
agents working together, exchang- 
ing trade secrets, in fact, even 
though in some cases they were in 
competition with one another. 

One of the most concrete divi- 
dends from the early efforts of the 
National Association in effect put 
the stamp of approval or certifica- 
tion on the American Agency Sys- 
tem. 

This cause celebre became known 
as the Yonkers Case and, as a re- 
sult of the final ruling of the court 
in this litigation, the local agent’s 
ownership of his expirations was 
made secure. Once this foundation 
stone of stock agency company op- 
eration was cemented in place, the 
insurance companies and the agents 
knew where each stood in the insur- 
ance picture. Local agents, realiz- 
ing their equities in their busi- 
nesses were protected, increased 
their effectiveness and the number 
multiplied. 
faced with working 
Continued on page 78 
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GENERAL AGENT 
OPPORTUNITY 


CAN YOU PROSPECT? 

Do your prospects come directly from 
your own effort, ability and imagination 
and not from office leads, your super- 
visor, your manager? 


Can you show others “how to’? 


CAN YOU TELL A CONVINCING SALES STORY? 
If you're doing well right now with what 
you've got, you'll do better with our 
proven competitive merchandising plans 
featuring dismemberment—lifetime in- 
come—top value income settlement 
option—and the premium payment plan 
of the future, Check-O-Matic. 


Can you ins pire and show others “how to’’? 


CAN YOU COMPETE? 

Do you enjoy competing with others? 
More important, do you compete with 
yourself ? 

Can you instill this spirit in others? 


DO YOU REALLY WANT TO EARN MORE MONEY? 
Do you want to earn top present and 
future dollars for your own personal 
“know how” and for your ability to 

show others “how to’’? 


HERE’S YOUR ANSWER! 

Highest lifetime service fee in the business 
to adequately compensate the career 
underwriter—fully vested renewals for 

9 years—top Ist year Commission on 

par and non-par policies—agency office 
allowance—non-contributory pension 
plan—operating capital for new agents. 


Write, Wire, Phone 
FREDERICK E. JONES, President 
HOWARD W. KRAFT, Vice President 
and Director of Agencies 








THE OHIO STATE LIFE 


COLUMBUS 15, OHIO 


Opportunities in: Arizona, California, District of Columbia, Delaware, Florida, 
Georgia, Illinois, Indiana, lowa, Kentucky, Maryland, Michigan, Minnesota, Mis- 
souri, North Carolina, Ohio, Pennsylvania, Texas, Virginia and West Virginia. 
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with a group of representatives 
who were independent of any par- 
ticular company’s domination, 
learned to deal with their agents on 
a more equal basis. 


Chrysler-Palmetto Case 


One of the most important ac- 
tions undertaken by the National 
Association of Insurance Agents in 
the interests of all independent local 
agents had to do with the famous 
Chrysler-Palmetto Case. Had the 
Chrysler Company and the Palmet- 
to Fire Insurance Company of 
South Carolina been successful in 
their scheme, it is quite possible 
that the American Agency System 
would have reached the end of the 
trail. Not only would all motor car 
business have been lost to national- 
ly operating brokers, but also all 
other kinds of multiple risks under 
the master policy scheme. 

What the local agents had to con- 
tend with in this instance was a 
plan of the Chrysler motor car 
manufacturing company to sell 
their new cars already insured 
against fire and theft, so that the 
ultimate individual purchaser 
would take the car insured for one 
year from the day of purchase. A 
master policy between Chrysler and 
the Palmetto Fire Insurance Com- 
pany was executed by which blanket 
insurance was provided for all 
Chrysler cars manufactured. Pal- 
metto, under this master policy leg- 
ally entered into in the state of 
Michigan, figured it did not come 
under the laws of the several states, 
particularly as to counter-signature 
by a resident agent in any state 
where the cars were sold and where 
the insurance took effect. 

Victory in this case by the Na- 
tional Association in the U. S. Su- 
preme Court in October, 1926, 
meant validation of the insurance 
laws of the respective states. It 
also verified that an insurance 
company could not do business in 
any state unless it was legally and 
regularly admitted so to do, and 
unless its insurance policies were 
countersigned by a resident agent. 
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Some of the reasoning of the 
general counsel of the National As- 
sociation in connection with this 
action bears repeating. These com- 
ments were quoted in the daily 
press at the time: 

“The National Association of In- 
surance Agents has long been com- 
mitted to the principle that what- 
ever tends to a better understand- 
ing between the public, the insur- 
ance companies and the agents must 
redound to the betterment of the 
public as a whole. There is only one 
test to apply when considering the 
usefulness of any practice in the in- 
surance business—does it serve the 
public interest? 

“Under this test, the organized 
agents of America point out the 
danger of people wholly incom- 
petent to understand or transact 
insurance business attempting to 
furnish the public with that degree 
of protection and proper insurance 
coverage it is entitled to receive. 

“The wholesale issuing of so- 
called fire and theft insurance 
certificates on automobiles sold to 
the public may be a comparatively 
easy operation in the first instance, 
but when the time comes for a loss 
adjustment, the difficulties will be 
many. Public liability and property 
damage insurance—a very impor- 
tant coverage—is wholly lacking in 
the Chrysler scheme. 


Danger to Public 


“The legal liability of an insur- 
ance company under its contract is 
always a serious question, and when 
such contracts are issued by people 
totally ignorant of insurance prac- 
tices, customs and laws, the danger 
to the public becomes immeasur- 
able. Such practice does not serve 
the public interest. It is of no value 
to a property owner to have in his 
possession a certificate or policy of 
insurance if, when the time comes 
to adjust a loss, it is found that be- 
cause of lack of proper protection 
the company is not liable. Automo- 
bile salesmen, as such, are wholly 
incompetent to act as insurance 
agents and furnish proper and ade- 
quate public service.” 

That the organized agents of the 
country were a stabilizing force for 
good in the business was recognized 
officially by the fire companies back 

Continued on page 80 
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When You Have MORE TO SELL 
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OFFERS THESE MULTIPLE LINE FACILITIES 
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UNITED 


INSURANCE COMPANY 
OF AMERICA 


The Fastest Growing Company 
of Its Kind in America 


LIFE 
ACCIDENT AND HEALTH 
HOSPITALIZATION 


A PHENOMENAL RECORD 


United has more than doubled 
its annual income during the 
last five years and has 
practically doubled its 

life insurance in force 





1957 Life insurance 
In Force 


$645,036,963 


1957 INCOME 
$68,663,782 





1956 INCOME 1956 Life Insurance 


In Force 
$60,647,474 $517,513,247 





1955 Life Insurance 
In Force 
$480,492,046 


1955 INCOME 
$53,209,252 





1954 Life Insurance 
in Force 
$432,782,517 


1954 INCOME 
$44,767,528 





1953 INCOME 1953 Life Insurance 


In Force 
$38,390,145 $357,303,971 





1952 INCOME 1952 Life Insurance 


in Force 
$31,703,234 $327,665,782 








UNITE with UNITED 


1313 SOUTH MICHIGAN AVENUE 


CHICAGO 5, ILLINOIS 








E. P. Higgins & Co. 


(Frank M. Speakman Associates) 


Consulting Actuaries 
Accountants 


Bourse Building 
Phila. 6, Penna. 











Insurance and Reinsurance 


for experienced attention 


use a Stewart-Smith orrice 


NEW YORK, N. Y 
CHICAGO, Illinois 
PHILADELPHIA, Pa 
BIRMINGHAM, Ala 
MONTREAL, Que., Canada 
TORONTO, Ont., Canada 


116 John Street 

Board of Trade Bldg. 
Public Ledger Bldg. 
Frank Nelson Bldg. 
630 Sherbrooke St. West 
48 Front St. West 


VANCOUVER, B. C., Canada....789 West Pender Street 


LONDON E.C. 3, England 


1 Seething Lane 


For Brokers * Agents * Companies 
always at your service 
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in 1919. Just before the annual con- 
vention of the National Association 
in Louisville that year—its 24th 
annual convention—the National 
Board of Fire Underwriters created 
a conference committee to meet 
with the agents association. In 
fact, an official committee was ap- 
pointed by the then President of 
the National Board to be in atten- 
dance at the Louisville convention. 

And it was also at that conven- 
tion that the National Convention 
of Insurance Commissioners had a 
committee there also. 


Cooperation Has Continued 


This beginning of cooperation 
between agents and companies on 
the official level has continued in 
one form or another down through 
the years. Though the relationship 
has been shaken at times, the cool 
heads and farsighted leaders on 
both sides have always managed to 
maintain the continuity and unity 
of purpose necessary for the ad- 
vancement of the business. 

As has been stated previously, 
one of the principal objectives of 
the National Association has been 
to elevate the standards of agents 
all over the country. To contribute 
in substantial fashion to this ideal, 
the Association set up in 1940, with 
the assistance of both the National 
Board of Fire Underwriters and 
the Association of Casualty & Sure- 
ty Executives, an Educational Di- 
vision. 

Two important points leading up 
to the need for this department 
were discussed by President Sidney 
O. Smith prior to the establishment 
of this new service of the Associa- 
tion: 

“It seems plain to us that the Na- 
tional Association of Insurance 
Agents must definitely take the po- 
sition that no longer can we uphold 
or attempt to justify in this insur- 
ance business the remaining there- 
in of anyone who is neither capable 
nor able, by lack of knowledge and 
education, to render the service con- 
templated in the contract. ... 

“Better educated men and women 
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make for better business. A better 
educated production and supervis- 
ing force in this country will be- 
yond question produce additional 
premium income, which in potential 
volume we believe will be far in 
excess of the time and money in- 
vested in the enterprise.” 


Education Legal Assistance 


Education has continued to be an 
important service of the National 
Association since that time. Im- 
provements and innovations are be- 
ing made continually to the end 
that member agents of the Associa- 
tion, at least, will be better agents 
able and desirous to live up to high 
standards of performance. 

Legal assistance, agency manage- 
ment guidance, and periodic in- 
formation and education through 
the American Agency Bulletin, the 
Association’s monthly magazine, 
help immeasurably in raising the 
standards of the agents of this 
country. 

Over the years, local independent 
agents have carried on extensive 
advertising campaigns running into 
millions of dollars to tell their story 
to the public. They have explained 
their type of business operation and 
pointed out that they are insurance 
specialists, available 24 hours a day 
to service the public’s needs. This 
year the members of the National 
Association, for the first time, have 
voluntarily contributed more than a 
million dollars for a national adver- 
tising program. Network televi- 
sion, reaching almost 100 per cent 
of the television sets in the country, 
has been employed as well as na- 
tional magazines like the Reader’s 
Digest, Life, Saturday Evening 
Post, Look, Farm Journal, and the 
Sunday newspaper’ supplements, 
This Week, Parade, and Family 
Weekly. 

In addition to this million dollars 
plus spent on national advertising, 
members of the Association are 
also spending several additional 
millions of dollars on local tie-in 
advertising on radio and TV, in 
newspapers, on outdoor billboards, 
and in a massive direct mail com- 
paign. 

Education of the public on the 
advantages and plus values of doing 
business with an independent local 
agent is the principal objective of 
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the campaign. Featured in every 
advertisement is the Association’s 
insignia which declares that ‘Your 
Independent Insurance Agent 
Serves You First.” 

To extend this program of educa- 
tion through advertising, the Na- 
tional Association of Insurance 
Agents has already voted to con- 
tinue this million dollars plus na- 
tional advertising program through 
1959. 

By keeping abreast of new de- 
velopments in the business, by 





passing on recommendations for 
policy improvements and additions 
gained through close contact with 
the public, by improving the calibre 
of today’s agent, by engaging in 
scores of public relations type ac- 
tivities on the local level and, above 
all, by constantly striving to im- 
prove the business in the public in- 
terest, the independent local agents 
of this country have contributed in 
large measure to the growth and 
stability of the American fire and 
casualty insurance industry. 


NEVER BEFORE HAVE 
WE TALKED OURSELVES 
INTO A RECESSION 


Today our Nation stands on 


the threshold of its greatest 


economic and cultural age— 


LET’S STEADY DOWN 





AND STOP 


TALKING NONSENSE 





Now is the time for faith 
and confidence in the 
American system of free 
enterprise. Hard Work 
is the answer. Business is 
there for those who go 


after it. 


GREAT SOUTHERN 


Life Insurance Company 


Home 


Founded 1909 


e + Houston , Texas 





InsuranceBuilds Fire Safety 
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hazards and to learn how they 
should be eliminated, to understand 
the importance of fire safety for 
the conservation of life, property 
and natural resources, and to ac- 
cept responsibility for fire preven- 
tion. 

The Home Inspection Report re- 
mains the focal point of the Junior 


eeeeeveeeeeeeeeeeeeeereeeees 


Dwight Ingram 


Chicago 


Ray P. Lotzer 
Rockford 


EQUITABLE LIFE OF IOWA IN 


Nicknamed the Prairie State, but often referred 
to as the Land of Lincoln — Illinois anchors the 
midwest as a rich giant, versatile in every big 
wealth-making industry. In keeping with the pro- 
» ductivity of the state, is the life insurance sales 
and service record of these Equitable Life of 
Iowa general agents and their agency asso- 

ciates. We’re proud they’re on our team. 


No. 7 IN A SERIES 





Fire Marshal Program which is 
concentrated during Fire Preven- 
tion Week. Now incorporated in 
the Fall edition of an expanded 
JFM Magazine, the home report is 
a checklist which youngsters use 
to search out household fire haz- 
ards. Completed home reports, 
signed by a parent, are then re- 
turned to the school teacher and 
the youngster qualifies as a Junior 
Fire Marshal. 

Names of children who complete 
the home inspection are entered on 
classroom “honor rolls,” they are 


Armand C. Pfaff 
Chicago 


Harvey O. Nelson 
Chicago 


Harold F. Ryan 
Peoria 


Robert J. Fisher 
Springfield 
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presented with a JFM signet ring 
as a “reward” and frequently re- 
ceive a red plastic helmet. Par- 
ticipating schools with a high per- 
centage of children returning the 
reports earn an Achievement 
Award Banner. 

Additional items making up the 
program are several fire safety 
film strips and related material for 
teachers, including guides for 
classroom fire safety instruction 
and activity. 

Rounding out the year-round 
JFM program is the Christmas is- 
sue of the Magazine and distribu- 
tien of Christmas tree tags listing 
holiday fire safety tips. The final 
phase of each school year’s cam- 
paign is distribution of the Spring 
edition of the Junior Fire Marshal 
Magazine highlighting Spring 
Clean-Up Week. 

The Junior Fire Marshal effort, 
endorsed and supported by leading 
educators and fire department 
officials, has been cited by the In- 
ternational Association of Fire 
Chiefs. It has won numerous 
awards, including a coveted Silver 
Anvil awarded annually by the 
American Public Relations Asso- 
ciation. 

Much of the overwhelming re- 
sponse to this undertaking can be 
traced to the cooperation of news- 
paper and insurance magazine edi- 
tors alike. Through their columns, 
additional public attention is fo- 
cused on the all-important need for 
fire prevention activity. Their sup- 
port continues to exceed our fond- 
est expectations. 


Many Prevention Programs 


The Junior Fire Marshal Pro- 
gram is, of course, just one of 
many campaigns with the same 
goal. There are the highly effec- 
tive activities of the National 
Board of Fire Underwriters, the 
U. S. Forestry Service, and the 
National Fire Protection Associa- 
tion, to name a few. 

The responsibilities are so large 
that no one industry, business or 
group of citizens can do the job 
completely. 

It is significant that local com- 
munities welcome this concerted 
fire prevention activity. It has 
made whole communities conscious 
of the need for improved, organ- 
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ized fire prevention work. 

“Does all this fire prevention 
activity by our business and the 
public really prevent fires?” Mea- 
sured by both tangibles and_ in- 
tangibles, the answer is “yes.” 

When one life is saved, one fire 
prevented, when one person is 
spared frightful burns, those asso- 
ciated either directly or indirectly 
with any of the worthwhile fire 
prevention programs can share in 
the “credit.” 

But, as this dynamic nation 
moves into a more scientific era, 
new, seemingly insurmountable 
conditions will present an even 
greater challenge in fire prevention 
and safety. 

It is our responsibility and that 
of our children to continue to exert 
leadership in fighting the fearful 
toll of destruction of life and prop- 
erty which is exacted by fire. 

That this challenge will be met 
with renewed vigor, I am confident. 
That THE SPECTATOR will continue, 
as it has for 90 years, to be a 
powerful force in this direction, | 
am certain. 

To the Publisher and staff of 
THE SPECTATOR, my sincere wishes 
for deserved success in continuing 
the magazine’s traditional policy of 
exerting a positive influence for 
good on the insurance business. 


Future for Package’ 


Continued from page 65 


bility Laws, Compulsory Automo- 
bile Liability Insurance Laws, and 
Unsatisfied Judgment Laws. The 
current practice of providing sepa- 
rate limits for bodily injury and 
for property damage is not easily 
changed because of statutory re- 
quirements and because it would 
require higher rates to provide a 
single limit of liability. 

Workmen’s Compensation insur- 
ance requires a standard form of 
policy to meet statutory or insur- 
ance department requirements. 
Compensation laws vary substan- 
tially state by state and so do the 
rules and regulations governing the 
administration of such laws. More- 
over, compensation laws in the ma- 
jority of states are not applicable 
to domestic servants and farm 
labor. In other states certain class- 
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INLAND MARINE PREMIUMS WRITTEN 
AND LOSSES PAID, 1921-1957 


Stock Companies) 


{{n Thousands] 


NUMBER OF 
COMPANIES 


420... 

414... 

374 

362 

373 

371 

371 

360... 

All American Companies 
All American Companies 
All American Companies 
All American Companies 
All American Companies 


Sources 


Index 


Spectator Fire 


Spectator Insurance Yearbook, 


PREMIUMS LOSSES 
WRITTEN PAID RATIO 
$243 ,644 $141 ,632 58.1 
258 ,883 125,603 48.5 
230,130 109,116 47.4 
187,340 82,385 44.0 
113,849 46,881 41.2 
70,412 28,394 40.3 
45,295 19,902 43.9 
38,071 16,183 42.5 
22,588 11,332 50.2 
38 ,238 19,438 50.8 
29,985 14,985 49.9 
24,981 14,002 56.0 
11,889 8,873 74.6 


Fire and Marine Volume 





ifications are excluded from the law 
because they are considered non- 
hazardous. The employer’s payroll 
is the present basis of premium and 
that is not an accurate method of 
measuring the exposure for various 
forms of coverages which might be 
included in a package policy. 


Streamlining Essential 
The developments in electronic 
equipment and its more general use 
by insurance companies and large 
agencies will in itself demand more 
intensified analysis of policy forms 
of all types. This will stem pri- 
marily from economic considera- 
tions. For similar there 
should be increasing emphasis on 
the need for simplification of cod- 
ing, rating and policy-writing. 

One of the inherent problems in 
“All-Risk” coverage or “Package”’ 
policies is the basis of rating, i. e., 
indivisible premium or composite 
rating. 
a complete and accurate survey of 
all exposures covered and careful 
consideration of the basis of pre- 
mium selected. The basis (or bases ) 


reasons 


Composite rating requires 


selected should be an _ accurate 
method of determining the overall 
exposures and should reflect ac- 
curately and promptly any material 
change in the risk’s operations or 
exposures. 

The composite rate should clear- 
ly define the basis of premium and 
should specify that the Insured will 
maintain accurate and readily au- 
ditable records thereof. All inspec- 
tion reports should be reviewed by 
underwriters to check accuracy of 
exposure data upon com- 
posite rate is based and to deter- 


which 


mine whether and when the risk 
should be re-rated. 

Regardless of what basis of rat- 
ing is used, there must be complete 
understanding of the devastating 
effects of inflationary conditions on 
rate making. Rate 
levels must reflect current and pros- 
Trend and 


prospective 


pective developments. 
other factors must be included in 
the rating formulae to achieve ade- 
quate rates. This will require con- 
certed and vigorous action by the 
companies and the rating organiza- 
tions to convince State Insurance 
Departments that this is equitable 
and necessary. 

Our conclusions, therefore, may 
be summarized as follows: 
First, that the trend 
“All-Risk” or “Package” 
will continue but probably at a 
slower pace because of many more 
important matters confronting the 

industry ; 
Second, a careful reappraisal of 


towards 


policies 


loss experience and other develop- 
ments under “All-Risk” and ‘Pack- 
age” policies now available; 

Third, a thorough analysis of 
rates and making 
with full consideration of the ef- 
fects of inflation, short-range and 


rate generally 


long-range. 

One encouraging by-product of 
package policies is the need for 
more careful selection and training 
of underwriting personnel at all 
Underwriting of 
policies obviously requires broader 
knowledge, more diversified experi- 
better judgment.  In- 
evitably, therefore, it should mean 


levels. package 


ence, and 


greater opportunity for underwrit- 
ing personnel generally. 





Self-Development 
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many forms, has had magnificent 
fruits. In this first year of the 
Space Age, life insurance in force 
on our continent approximates $500 
billion. By 1970, it should reach a 
trillion dollars. In the United 
States, over 120 million men, wo- 
men, and children have some form 
of life policy alone, and more than 
1,000 companies sell legal reserve 
life insurance. These 
have over $100 billion assets in net 
equity of policyholders. 


companies 


into the class of ordinary policy- 
holders. In addition, the payments 
at time of death represent only 
part of the services rendered here 
by life insurance. Maturing en- 
dowment policies have been a popu- 
lar form of insurance on the lives 
of children, and have furthered 
their education or helped to set 
them up in business or marriage. 

One socially significant factor, 
the public safety standards of mod- 
ern America, may often be forgot- 
ten in connection with life as well 
as casualty insurance. The voice of 
the underwriter has been constant 
and loud for the public welfare in 
the past century. Although the in- 





AUTO LIABILITY (P. D.) 
PREMIUMS WRITTEN AND LOSSES PAID (1926-1956 


{In Thousands] 


NUMBER OF 
YEAR COMPANIES 


1956 All Companies 

1953. = All Companies 

1950 ~=All Companies 

1947 All Companies 

1944 315 Casualty Companies 

1941 314 Casualty Companies 

1938 310 Casualty Companies 

1935 All New York Companies* 

1932 All New York Companies* 

1929 = All New York Stock Companies‘ 
1926 All New York Stock Companies: 


LOSSES 
PAID RATIO 
$485,773 52.8 
373,999 44.9 
240,213 47.5 
140,772 48.0 
52,933 46.2 
53,401 50.8 
33,268 39.0 
17,085 33.4 
18,011 31.8 
26,397 46.4 
35,041 174.4 


PREMIUMS 
WRITTEN 
$919,738 
832,959 
505,720 
293,256 
114,577 
105,112 
85,224 
51,184» 
56,614» 
56,927» 
20,095" 


* Stock and mutual casualty companies licensed in New York. 


» Premiums earned. 


° Stock casualty companies licensed in New York. 


Sources Spectator Insurance 


Spectator Insurance 


By States 


Yearbook, Casualty Volume 





The effect of the educational ef- 
forts of life insurance organiza- 
tions on public health and length 
of life has been vast, and both di- 
rect and indirect. The statistical 
research of life insurance compa- 
nies has been of direct use in sev- 
eral key areas of public health, and 
the unceasing activities in health 
education have been a factor in the 
increasing America. 
The life expectancy of an infant at 
birth has gained than 20 
years since the first American Ex- 
perience Table of Mortality was 
published in 1868. 

Industrial life insurance brought 
to families of low incomes the bene- 
fits of individual life insurance. At 
the turn of the century, the death 
rate among industrial policyholders 
was about double the rate among 
the holders of standard ordinary 
policies. This differential has stead- 
ily declined as the former moved 


longevity in 


more 
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fluence of the life companies has 
frequently been exercised with a 
deliberate absence of fanfare, leg- 
islators are usually ready to admit 
that the influence of life insurance 
has had an effect in our safety leg- 
islation. Many of the readers of 
this article would not be here if 
their ancestors had not been saved 
from death on the railroad or in 
airplane crashes, death by fire or 
drowning, or other preventable dis- 
asters, by the open or muted out- 
cries of insurance circles. 

In the extensive research car- 
ried on for the conservation of hu- 
man life, life companies and insur- 
organizations, such as the 
Institute of Life Insurance, have 
exerted their influence. Whether 
directly through their publications 
or support of research, or indirect- 
ly through membership in safety 
organizations, staff members of life 
insurance organizations have 


ance 


helped in accident prevention, car- 
diac-case rehabilitation, and even 
in the type of study which revealed 
the lethal role of toxic gases from 
an ordinary building material. 
Medical and psychological research- 
ers have confirmed the belief that 
mere possession of life insurance is 
a healthful factor in mental and 
emotional well-being, and that the 
awareness of health rules has a 
positive effect on policyholders. 
Other direct social influence of 
life insurance on family life flows 
from the investment of its funds. 
Some of the benefits are evident in 
the fields of better housing for mid- 
dle-class tenants, veterans’ proj- 
ects, slum clearance, office-building 
construction, mortgage insurance. 
In a study made a few years ago 
of the impact of death on the fami- 
lies of policyholders, these findings 
were of interest: In 72 per cent of 
the cases, the home was kept intact 
following the death of the insured; 
in 56 per cent, the housing arrange- 
ments remained unaltered; in 53 
per cent of the cases, social groups 
were maintained; in 47 per cent, 
living conditions were maintained. 
Before life insurance became 
available to the mass of people, the 
average orphan was put in an insti- 
tution, no matter how unwilling the 
surviving spouse or relative was to 
break up the family. Nowadays, 
about 60 per cent of all beneficiaries 
can carry on independently, with or 
without supplementary income, af- 
ter the death of the head of the 
family, because they have the sup- 
port of insurance. It is truly a case, 
as Winston Churchill remarked of 
where ‘the magic of 
comes “to the rescue of 


insurance, 
averages” 
millions.” 

In looking at the social signifi- 
cance of life insurance, we must 
take note of its economic impor- 
tance. Vast pension funds, for one 
thing, have been set up by indus- 
try, very often with the help of the 
life companies. In many cases the 
pensions received through them 
are the only income, apart from 
government security, re- 
ceived by the retirees. The annuity 
is a mainstay in retirement of the 
middle-income employee, and also 
quite frequently of the wealthier 
person. 

The basic significance of life in- 


social 


surance derives from its protection 
Continued on page 86 
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ee S ’ 
Unforeseen events...need not change and shape the course of man’s affairs” 


Air view of 


No matter where you turn... 


No matter what your difficulty—auto crash, personal accident, 
hold-up—you will find help in time of trouble when you're 
insured with Maryland Casualty Company. Local independent 
agents, representing the company, are ready to give you 
the same thorough conscientious service you get from your 
Maryland agent or broker in your own home community. 


MARYLAND CASUALTY COMPANY 


Baltimore 3, Maryland 
The Maryland does business and has representatives throughout the United States and also in Canada, Alaska, Hawaii, 


Puerto Rico, Virgin Islands, Canal Zone, Panama, and Cuba. 





Another striking advertisement to help build more business for the local agent or broker 


by dramatizing the importance of his service and availability 
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Self-Development 


Continued from page 84 


against the risk of premature death 
or disability, from its role in the 
direction of funds into less infla- 
tionary channels, and from its part 
in the accumulation of savings. 
Viewed as an instrument of saving, 
life insurance has no equal. It is 
the most nearly perfect means by 
which the policyholder can force 


himself to save voluntarily against 
the hazard of dying too soon or the 
hazard of living too long. He must 
save regularly by means of his pre- 
miums, and the amount of his re- 
turn is guaranteed for the time 
when it is needed. 


Savings Compared 


In comparing the major accumu- 
lations of savings in the United 
States, it is interesting to look at 
the savings figures for the last day 
of 1957: 


YOU Can Start a Chain Reaction of Sales... 


by Joining the March to N.A.A.1.C.* 
Your future with this company can grow... and grow: 





There are other reasons, too, why top 
insurance men know it’s smart busi- 
ness — profitable business to work 
with the North American Accident 
Insurance Company — Chicago. 


@ Top Commissions .. . 
Level A&H Renewals 


@ No Branch Offices 
To Compete With You 


@ Concrete Assistance — gets you 
off to the right start with hard- 
hitting sales aids and promotional 
materials. 


@ Extra Incentives to supplement 
your production achievements. 


If You Are Interested In Making Money 
—Not Just Today But Years From 
Now— remember you can start a chain 
reaction of sales by writing 


S. Robert Rauwolf, Vice President, Dept.L 
*The familiar abbreviation for the North 
American Accident Insurance Company— 


one of America’s oldest and strongest Per- 
sonal Insurance stock companies. 


FOUNDED 1886 





New, Streamlined Life Portfolio! 


NAAIC’s Life lines have been revised—realistic, saleable rates. 


New Group Facilities—Life and AsH! 
Outstanding Agency Contract! 


Ask any North American Agent what he thinks of his contract! It’s unbeatable! 


Ti ~S 


Licensed to operate in the 48 states and the District of Columbia 
LIFE + ACCIDENT+ HEALTH 
209 SOUTH LA SALLE STREET + CHICAGO 4, ILLINOIS 








Billions 


Life policyholders’ net equity: .. Over $82 
Commercial banks’ time 

CN OE ere $53 
U. &. Savinge Bonds: .......... $48 
Savings and Loan Assn.’s: ..... $42 
Mutual savings banks: ......... $31 
Non-insured pension funds: 

ge re ee $19 
Mutual open-end funds: 

Market Value nearly ......... $10 


As we look abroad at the world 
today, it would be nonsensical to 
say that the atmosphere is one of 
profound and untroubled peace. 
Politically, the nations are divided 
between unease and a violent fer- 


ment. A while ago the distin- 
guished editor of The Christian 
Science Monitor, Erwin D. Can- 


ham, spoke on the great issue of 
our time as the struggle between 
collectivism and individualism: 

“Asia and Africa alike are knock- 
ing hard on the doors of the mod- 
ern world. People are stirring as 
never before. They have heard the 
story of better things. Infant mor- 
tality is dropping; population pres- 
sure is mounting; literacy  in- 
creases; questions are asked; the 
word passes swiftly; people are 
choosing whether to move toward 
socialism or toward some form of 
free enterprise. 

“As of now, alas, most of them 
seem to be choosing socialism. They 
do not know what they are doing. 
To some degree, they have no 
choice, for only government has the 
borrowing power—the capital—to 
conduct major enterprises in many 
parts of the world. Hence, through 
need of capital, capitalism becomes 
socialism!” 

You can see at once from the 
consideration of the huge pool of 
life insurance savings—used chiefly 
as investment capital in the econ- 
omy of the country—that life in- 
surance has a great share in the 
institution of capitalism. Can any- 
one believe in his heart that, if the 
Russians in 1917 had been _ pos- 
sessed of a life insurance network 
as widespread and as manifold as 
America’s, Lenin would have had 
more than a handful of followers? 
Psychologically, the support of the 
various forms of insurance has an 
incalculable and lasting effect, even 
for those who can take out only 
very small amounts. When this is 
added to the economic value of life 
insurance investments in the work 
of our country, there is a bulwark 
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for capitalism that is our best de- 
fense against what communism 
claims to offer. 

In the rise of the large industrial 
or service corporation, life insur- 
ance has had a vital share. Of the 
42 private corporations which had 
assets of over $2 billion apiece at 
the end of 1957, ten were life in- 
surance companies with total assets 
of $6414 billion, the largest single 
group, financially speaking, of the 
42 firms. 

The next largest financial group, 
comprising automobile, oil, and 
auto-supply corporations, had as- 
sets of about $49 billion. Thus 
the insurance capital pool has fur- 
thered the stability and growth of 
capital funds in our democracy, and 
aided our national security. 

When we come to grips with the 
present period of economic pause, 
we should remember that we have 
experienced major variations in 
economic activity in the past, but 
from each recession we _ have 
emerged stronger and better able to 
meet the next one. Whatever the 
current economic trend, whatever 
the long-range outcome, one fact 
remains constant. And this is that 
life insurance, adaptable to every 
changing situation, always will be 
the most effective means—often the 
only means—for dependable family 
protection. Whether the economy 
goes up, down, or remains on a 
plateau, this will continue to be so. 
If we are to be realistic, we can 
only assume that change is inevita- 
ble, and include methods for meet- 
ing it in our plans. 

We seldom reflect that life policy- 
holders constitute the largest sin- 
gle group with a particular identi- 
fication within the United States. 
Their number is larger than the 
members of labor unions, and the 
number of people who vote. A tre- 
mendous power is in the hands of 
the life companies in North Amer- 
ica, and they have used it for the 
public good. 

With evidence so bountiful 
throughout the world, it is plain 
that political freedom must go 
hand in hand with economic free- 
dom. As all thoughtful persons 
must, we regard the non-material 
benefits of American life as our 
major objective. These benefits are 
many, and the finest among them is 
the growing freedom of the indi- 
vidual, no matter how meager his 
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economic origins, to cultivate his 
talents and his spiritual growth. In 
the final analysis, this freedom of 
self-development rests on the foun- 
dation of freedom from economic 
disaster. In a free society, each 
person may pattern his life in the 
way he conceives best, with eco- 
nomic need the only serious con- 
straint. 

We are fortunate to live in a 
country with vast 
language, no state tariff barriers, 
and a flexible government dedicated 


resources, one 


to the principles of private initia- 








tive and the dignity of the indi- 
vidual citizen. Long ago, when de 
Tocqueville was sent to America to 
study its institutions, he observed 
with astonishment that Americans 
were forever banding together to 
fulfil a need, and doing this of their 
own free will. With such a na- 
tional bent, it was inevitable that 
life insurance should become the 
most devoted servant of the people 
of America—a powerful, adaptable, 
beneficial giant, the many-fold pro- 
vider of capital for a free and 
growing democracy. 


“My agency boss wants 
all his reminders in writing” 





EXECUTIVE OFFICES: 61 W Dt 


THE PHOENIX INSURANCE COMPANY 


MINNEAF ~ 


COMPANY R 


ALL FORMS OF INSURANCE EXCEPT LIFE 


87 


Protection for Dependents 


Continued from page 35 


to provide for future needs, and 
debt can be the erosive agent which 
destroys it. Therefore, every agent 
should urge his policyholders to 
free their from debt as 
rapidly as is economically feasible 
and possible. 

The real and basic purpose of life 
insurance is to provide financial 
security and protection to a man’s 
dependents. This fact could get lost 
in the shuffle of modern “gimmick” 
selling unless we cling to funda- 
mental principles. 

I was greatly impressed recently 
at a statement made by Executive 
Vice President Winter, the head of 
The Union Central’s agency depart- 
ment, touching on this problem. Mr. 
Winter said: “No man ever dies at 
the right time; men either ‘die too 
soon’ or ‘live too long.’ ”’ Faced with 
this truth, it becomes important 
that we who sell life insurance sell 
it right and sell it primarily with 


policies 


the needs of our customers in mind. 
Which is another way of saying 
that we should sell it so it will best 
serve the buyer with maximum 
debt-free dollars to care for his 
family if he “dies too soon’ and to 
care for him in this era of amazing 
longevity if he “lives too long.” 

We must not neglect the funda- 
mental need for life insurance. Our 
mission is to sell life insurance first 
to meet basic human needs and, 
even though we have a very proper 
desire for big cases, we should not 
neglect the men and women of 
small and modest incomes and their 
dependents. There is no substitute 
for insuring our prospects to meet 
these needs which are inherent 
problems for every man and in 
every family. 

All of this is part of a conviction 
which is deep-seated with me that 
the greatness of life insurance is 
not in its collateral benefits, but in 
its ability to provide funds to care 
for widows and to educate children 
and to pay off mortgages and to 
maintain businesses in the tragic 
event of the death of the insured. 

There is practically limitless pro- 


duction awaiting every agent who 
serves the underinsured American 
market with industry, perseverance 
and intelligently planned selling 
techniques. 

Life insurance is equally impor- 
tant to the poor man whose prob- 
lem is to care for a trusting wife 
and a happy brood of young chil- 
dren and to the man of means 
whose estate will be stalked by 
creditors, not the least of whom is 
the tax collector. Both of them need 
the services of the life insurance 
agent. 

This article is not a condemna- 
tion of the newer things in life in- 
surance. It is an appeal for perspec- 
tive. There is a place for term. 
There is a place for group. There 
is a place for financed plans. Keep 
them in their place; don’t substi- 
tute them for that basic permanent 
thrift-borne coverage which is the 
real purpose of life insurance. 

The demand may shift, but life 
insurance, while serving that 
changing market, should never for- 
get its true place in the sun. 

For, unless we fill that place, 
some other institutions will. 
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Wright Award 


Continued from page 67 


of the law of large numbers, they 
must also then be subject to some 
supervision in the public interest. 
Many of today’s most important 
American insurance companies re- 
sponded well to Wright’s viewpoints 
and forged ahead on a new wave of 
public confidence, while the great 
Gladstone in England thundered 
his demands at the insurance busi- 
ness of the Old World to try to 
catch up with the progress in 
America. 

Regarded by some as too severe 
a task master, and by others as a 
scold, his eviction from the Com- 
missionership led him to even 
greater influence and near-martyr- 
dom in business and mathematical 
circles not only in America but also 
in England and France. When he 
died in 1885 at his home in Med- 
ford, Massachusetts, a public fun- 
eral oration was delivered by Rob- 
ert G. Ingersoll. Unquestionably, 
Wright would approve of the use of 
his name as a symbol for all who 
might wish to express in writing 
any thoughts on the advancement 
of this business. He was among the 
first to be entered in the Insurance 
Hall of Fame at the Ohio State 
University. 

During the 90 years paralleling 
the influence of Elizur Wright, the 
editorial policy of THE SPECTATOR 
has been to exert a constructive 
upward pressure upon this business 
in both good times and bad. Its 
present Editor-in-Chief, Thomas 
J. V. Cullen, veteran of 45 years’ 
service to this journal, not only has 
encouraged the use of its columns 
for serious articles along with its 
coverage of news, but has been 
known to admonish men to write 
out thoughts and convictions they 
have orally expressed, “so people 
can see them and reach their own 
conclusions.” This surely is a 
prime service of a free, and re- 
sponsible, press. 

The Marquis organization (pub- 
lishers of Who’s Who in America) 
recently started a new publishing 
service in the form of a Blue Book 
of Awards. They announced this 
as a “complete reference giving in 
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a single volume full details of all 
major awards in the United States 
and Canada.” 

In the field of Insurance (page 
170) they set forth the Elizur 
Wright Insurance Literature 
Award, established in 1944, to “en- 
courage contribution to insurance 
thought and information in writ- 
ten form,” open to anyone without 
restriction, consisting of a Certifi- 
cate and an Honorarium of $250 
awarded annually in December for 
work published in the year before, 
and under the exclusive and com- 
plete control of the American As- 
sociation of University Teachers of 
Insurance. 


No Award in 1957 


This award has not been given 
in every year since its founding. 
No presentation was made, for ex- 
ample, in 1957. This circumstance 
was the subject of an editorial of 
commendation in the National Un- 
derwriter of January 24, 1958, 
starting with the sentence, “The 
recent non-awarding of the Ameri- 
can Association of University 
Teachers of Insurance annual Eli- 
zur Wright award for ‘outstanding 
original contribution to the litera- 
ture of insurance’ was refreshing 
and thought-provoking.” 

Past recipients have been Malvin 
B. Davis (1944), Alfred N. Guer- 
tin (1945), Elmer W. Sawyer 
(1946), William Rodda (1951), 
Carlyle Buley (1954), Dan M. Mc- 
Gill (1955), and a divided award 
to C. A. Kulp for his book and to 
Robert I. Mehr and Robert W. 
Osler for their co-authored book 
(1956). 

The present Secretary of 
A.A.U.T.I. is Kenneth W. Herrick, 
Texas Christian University, Fort 
Worth 9, Texas. 

From time to time during a span 
of 30 years I have terminated arti- 
cles, appearing in these columns, 
with a quotation, as a benediction 
for the past and an inspiration for 
the future; and in the present in- 
stance, while we are considering 
the significance of the Elizur 
Wright Award, I should like to 
turn to Thomas Jefferson, his first 
inaugural address, March 4, 1801, 
when he said that “Error of opin- 
ion may be tolerated where reason 
is left free to combat it.” 
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Financing Medical Costs 
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private practice of medicine, free 
choice of physician and the non- 
government hospital —the system 
that has provided our country with 
the best health care of any large 
nation. The economies implicit in 
a voluntary system are obvious 
when even the very substantial 
health care costs in America are 
contrasted with those that accrue 
under systems of compulsory in- 
surance and socialized medicine in 
other lands. Whereas in England, 
under the National Health Plan, it 
had been estimated that the ulti- 
mate cost would level off in 1965 at 
165 million pounds per annum, 
costs are already prevailing in ex- 
cess of 700 million pounds per an 
num in spite of retrenchments in 
the benefits provided. 

In contrast to these overwhelm- 
ing advantages of voluntary health 
insurance, about the only disadvan- 
tage of the system when compared 
to a compulsory plan is that volun- 
tary insurance must rely for its 
success upon the intelligent coop- 
eration of doctors and hospitals 
and must secure popular support 
through persuasion, education and 
salesmanship rather than through 
coerced participation. 

The goal of voluntary health in- 
surance in America is sound and 
adequate insurance of the costs of 
health care for all insurable Amer- 


not expect to protect those whose 
risk of ill health is so great as to 
be uninsurable or those whose 
means are so meager that they are 
unable to meet the reasonable costs 
of insurance. While this constitutes 
a limit on the areas of service of 
voluntary health insurance, it does 
not condemn the system. In every 
land, even under compulsory ar- 
rangements, society as a whole has 
the burden of providing care for 
the indigent. Such care is better 
and more economically provided 
through direct assistance locally 
administered than by any tortured 
process of attempting to bring peo- 
ple who are uninsurable within the 
scope of the insurance mechanism. 


Extending the Coverage 

Voluntary health insurers gen- 
erally have a clear concept of the 
problems that they must solve if 
their goal of maximum service to 
the public is to be achieved. Cur- 
rently the principal problems in the 
extension of voluntary health in- 
surance expansion involve reaching 
a larger portion of the aged, those 
who suffer from physical impair- 
ment and those who live in remote 
places. 

Insurance of the aged is prob- 
ably the most pressing single prob 
lem of extension of voluntary 
health insurance. Today there are 
approximately 15 million Ameri- 
cans over age 65. Their numbers 
will increase to 21 million by 1965. 
Only approximately one-half of 
them who need or desire the bene- 





ACCIDENT PREMIUMS WRITTEN 
AND LOSSES PAID (1926-1956) 


{In Thousands} 


icans. The voluntary system can- 
NUMBER OF 
YEAR COMPANIES 


1956 All Companies... 

1953 =All Companies... 

1950 All Companies... 

1947 All Companies... 

1944 315 Casualty Companies... 
1941 314 Casualty Companies 
1938 310 Casualty Companies 
1935 All New York Companies:. 
1932 All New York Companies? 


1929 All New York Stock Companies:.. . 
1926 All New York Stock Companies-:.. . 


PREMIUMS LOSSES 
WRITTEN PAID RATIO 
$142,222 $ 57,263 40.3 
813,713 356 ,650 43.8 
506, 664 222,909 44.0 
347,734 132,766 38.2 
68,975 20,076 29.1 
63,236 24,021 38.0 
49,600 19,830 40.0 
55,053> 26,755 48.6 
55,865> 32,099 57.4 
66,246. 33,251 50.2 
57,825> 29,874 51.7 


Between 1953 and 1956, volume drops because “Accident & Health (Individual)” was 


set up as a line separate from ‘‘Accident.” 


@ Stock and mutual casualty companies licensed in New York. 


b Premiums earned. 


° Stock casualty companies licensed in New York. 


Sources: 


Spectator Insurance By States 


Spectator Insurance Yearbook, Casualty Volume 
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fits of voluntary health insurance 
have this protection. However, 
hopeful experiments now underway 
give promise of adequate insurance 
coverage of the aged within a few 
years. The majority of group 
health insurance plans now being 
issued provide that the benefits 
conferred during the working years 
may be continued for the retired 
employee with the cost of such cov- 
erage spread over the entire in- 
sured group. 

Another interesting experiment 
arranges for the hospital and medi- 
eal protection of the insured indi- 
vidual to become paid up at the 
time of his retirement. This is ac- 
complished by collecting a premium 
somewhat larger than necessary to 
defray costs during the working 
years and conserving this excess 
to meet the expenses of the post- 
retirement years. Health insurers 
generally have extended the age 
limits to which the protection of 
those insured during their younger 
years will be continued and are 
now offering those 
senior citizens who did not own 
insurance during the time that 
they were gainfully employed. 

People who are in impaired 
health or have had an unfavorable 
health history have no problem of 
securing insurance if they are ei- 
igible for participation in a group 
plan since individual evidence of 
insurability is not required for 
group insurance. For those who 
are impaired and _ ineligible for 
group protection, the industry is 


coverage to 


developing a system of full insur- 
ance benefits paid for by premiums 
rated up in accordance with the 
severity of the impairment. 

The problem of the remote risk 
is of a different kind in that rural 
people do not present any unusual 
underwriting obstacle; rather, the 
problem of the remote risk is a 
sales problem. The rural person is 
more removed than his city cousin 
from the complicated apparatus of 
modern medicine. The tradition o1 
home care is still strong on the 
farm, and there is less inclination 
to insure. Thus, the problem of 
protecting the remote risk is pri- 
marily a sales problem. 

In addition to problems of ex 
tension of insurance to those not 
now protected, 
cerned lest the rising cost of health 

Continued on page 92 


insurers are con- 
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care force the price of insurance 
beyond the reach of many Ameri- 
Since 1948, the health care 
expense element in the Bureau of 
Labor Statistics Consumers Price 
Index has 
against an overall increase in the 
cost of living of 23.5 per cent. No 
element in the cost of living has 
risen as steadily or as markedly as 
This has re- 


cans. 


risen 42.3 per cent 


health care costs. 
auired insurers, particularly of the 
service plan type, to institute suc- 
cessive increases in premium rates. 
Because of the increasing complex- 
ity of health care techniques and 
the impact of inflation on hospital 
and medical costs, many competent 
observers predict hospital costs will 
continue to increase at the rate of 
5 per cent a year and that other 
nealth care costs will likewise trend 
upward. 

It is obvious that if because or 
rising health care costs the pre- 
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mium rates of voluntary insurance 
must be increased to levels beyond 
the capability of the mass of Amer- 
ican people, the demand for gov- 
ernment subsidy will become irre- 
sistible. Such subsidies, if ever in- 
stituted on a wide scale, will lead 
inevitably to the socialization of 
medical practice and the national- 
ization of hospitals and insurance. 


Where the Doctor Stands 


Most of the blame for the rising 
costs of health care has been placed 
by the relatively uninformed pub- 
lic at the doorstep of the doctor. 
Even though physicians’ fees have 
risen much less than the composite 
cost of living, the physician must 
accept a major part of the respon- 
sibility for health care expendi- 
tures because he is the quarterback 
of the health care team. In spite 
of instances of gross over-charging 
or the more common “fudging” of 
fees when insurance is available to 
help the patient pay his medical 
costs, the vast majority of all phy- 
sicians have adhered to the highly 
ethical standards of the profession 





and have been careful not to under- 
mine voluntary health insurance 
by increasing their fees. 

Unfortunately though naturally, 
human nature being what it is, 
disciplinary action by medical so- 
cieties has not been taken as 
frequently as deserved against 
practitioners whose charges seem 
chronically to be based not on the 
ability of the patient but on the 
ability of the insurance company 
to pay. In its own best interests, 
the medical profession will have to 
find ways of making more effective 
its system of self-discipline. Doc- 
tors can contribute to an abatement 
of rising health care costs by a 
better scheduling of patients in and 
out of the hospital, by the develop- 
ment of less costly methods of care 
for the chronically ill and the aged. 
They can emphasize early diag- 
nosis and treatment to prevent 
later long-term costly disability 
and can reinvigorate their research 
to improve the rehabilitative proc- 
esses that return people to a state 
of economic usefulness. 

Hospitals can make their contri- 
bution to the fight against rising 
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health care costs by the use of all 
manner of labor-saving devices 
Since approximately 70 per cent of 
a hospital’s costs are for wages, 
procedures that will conserve the 
time of skilled, highly trained and 
necessarily expensive nurses and 
technicians will tend to lessen the 
cost of hospitalization. Too few 
hospitals have any real knowledge 
of their costs and need better ac- 
counting methods to provide the in- 
formation necessary to improved 
management and control. Hospitals 
can continue the process of up- 
grading the professional abilities 
and qualifications of their adminis- 
trators. 


What Insurers Can Do 


There is much that insurers can 
do to contribute to restraining ris- 
ing health care costs. We can find 
ways to eliminate over-insurance 
and duplication of coverage that 
tends to encourage over-utilization 
and extravagance in treatment. We 
can promote more vigorously the 
expansion of coverage like that 
provided by Major Medical Ex- 
pense insurance which does not en- 
courage hospitalization of the pa- 
tient who can be treated with equal 
benefit in the doctor’s office or an 
out-patient facility. It cannot be 
denied that many patients today 
insist on hospital confinement for 
purely diagnostic procedures be- 
cause their insurance indemnifies 
them only if they are a hospital bed 
patient. 

With the cooperation of doctors 
and hospitals we can push the de- 
velopment of insurance _ benefit 
identification systems to facilitate 
hospital admission and can bring 
about a greater degree of stand- 
ardization and simplification in the 
paper work necessary to the pay- 
ment of losses. Coverage can be 
broadened to include better bene- 
fits for nervous and mental disor- 
ders if physicians will help insur- 
ers establish standards and defini- 
tions to discriminate between 
elective and medically necessary 
psychiatric treatment. 

In the containment and ultimate 
abatement of rising health care 
costs, all partners in the American 
health care complex have an im- 
portant part to play. Doctors, hos- 

Continued on page 94 
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HOW UNBIASED COUNSEL 
RESOLVED A PENSION 
BARGAINING ISSUE 


The company felt it couldn't afford an employee re- 
tirement program. But the union was insistent. To 
bargain on an informed basis, the company retained 


Marsh & McLennan to make an impartial analysis. 


Our pension and actuarial specialists found that the company had been 
misled by unfamiliarity with modern pension developments. 

Applying professional knowledge and experience, our staff was able 
to set forth a choice of several different types of plan, each well within 
the company’s means. It was a welcome revelation to management. 
Later, the chosen plan was favorably received at the bargaining table, 
where Marsh & McLennan again provided impartial advice. 

A touchy employee relations problem was solved to the extraordinary 
Satisfaction of all concerned. 

This simplified story relates but one application of Marsh & 
McLennan pension consulting service to business and industry 
nationwide. We operate as unbiased actuarial consultants on a fee 
basis, bringing to your problem years of experience with all types of 
pension and profit sharing programs. There is no obligation 

in a preliminary discussion, and we will welcome your inquiry. 
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pitals and insurers must join in a 
more widespread program of pub- 
lic education as to what may be ex- 
pected of voluntary health insur- 


ance and what its inherent limi- 
tations are. 
Legislative interference with 


freedom of contract, particularly as 
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And So Will The POST | 


Occidental “Change Easy” insurance 


regards continuance of coverage, 
has recently become a troublesome 
problem for voluntary health in- 
surers. In New York State, the so- 
called Metcalfe and Harriman pro- 
posals that would abridge the right 
of insurers to retire from a risk 
because of deterioration in the 
health of the insured pose problems 
of cost and administration that un- 
less resolved can seriously hamper 
the continued growth of voluntary 
health insurance. Interference by 
statute or administrative fiat, with 
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Two strong new forces went to work for Occidental folk . iS 
in June when the pages of Time magazine and Saturday 2 
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they last as long as you do! 


the experimentation now being 
carried forward so aggressively by 
insurers, can only hamper rather 
than enhance progress toward im- 
provement in the quality of the 
protection available. 


Regulate A & H Rates? 


There is reason for concern over 
the recent assertion of the Insur- 
ance Department of the Common- 
wealth of Pennsylvania of its in- 
tention to require prospective ap- 
proval of accident-and-health 
insurance rates. The best, most 
timely and effective regulation of 
the cost of insurance is provided 
by the open, free and keen compe- 
tition of the hundreds of voluntary 
insurers that vie for public pat- 
ronage. When insuring a hazard 
so volatile as that of disability, the 
delays implicit in public rate regu- 
lation could well pose a_ serious 
threat to the continued availability 
of coverage or even to the solvency 
of the insurer. As the undesirabil- 
ity of governmental interference 
with the freedom of the insurer 
and the insured to contract and to 
set a price for the protection is 
better understood, it is expected 
that the system of state insurance 
regulation which historically has 
been responsive to the needs of the 
business will eschew this burden- 
some type of intervention. 

Despite the problems that con 
front the voluntary insurance bus- 
iness, there is room for high op- 
timism that today’s challenges will 
be met successfully. The strengths 
of the business are very great. It 
enjoys widespread public support. 
It will be the beneficiary of the 
growing understanding and coop- 
eration among the partners in the 
American health care complex. The 
business has the benefit of more 
highly skilled and experienced man- 
agement and a better trained and 
more aggressive field representa- 
tion than ever before. The prob- 
lems that have divided the various 
kinds of voluntary health insurers 
in the past are beginning to dimin- 
ish as insurers of all kinds com- 
prehend their very great commu- 
nity of interest. Given time, the 
voluntary health insurance 
ness will achieve its goal of satis- 
factory coverage for nearly all in- 
surable Americans. 


busi- 
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45 Years 
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celebrating an anniversary to en- 
deavor to write a history. This, THE 
SPECTATOR does not here propose 
to do. One cannot resist, however, 
recollecting some events contem- 
porary with its early years, which 
appear to have had influence on the 
subsequent record of the insurance 
business and which were considered 
important to the insurance world 
at that time. 

The birth of THE SPECTATOR in 
1868 seems not to have happened 
by chance. From 1866 to 1870 was 
a period noteworthy in any story 
of insurance, be it life or property. 
R. Carlyle Buley, in his book, “The 
American Life Convention, 1906- 
1952,” establishes 1868 as one of 
the three key years in life under- 
Writing, the other two being 1843 
and 1905. Students of fire insurance 
would concur in his observation. 
Historians of the United States 
them as_ pivotal years. 
Around 18438, the great mutual com- 
panies and the American agency 
system came into being. 

Insurance can be proud of its 
contribution to America’s recovery 
after the general economic disorder 
of 1906. As Grover Cleveland wrote 
in 1908 in THE SPECTATOR: 


accept 


“In these days, when the accu- 
mulation of vast fortunes and the 
extravagance pervading our public 
and private life, accompanied by 
Widespread financial 
lead pessimistic prophets to paint 
only sombre pictures of the future 
of our nation, there is, in my judg- 
ment, no stronger refutation of 
their gloomy forecasts, and no more 
convineing evidence of the indi- 
vidual strength of the American 
people as a whole, and their abid- 
ing sound sense and dutiful fore- 
sight, than is found in American 
statement which 


depression, 


insurance.” A 
today is timely. 
When THE SPECTATOR was aborn- 
ing, the nation thus was poised on 
the threshold of its most fantastic 
era of development. Every con- 
ceivable type of company was bein: 
promoted to transact every con 
ceivavle type of business. Insurance 
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companies of every kind were in 
the process of organization. Most 
of these dreams lacked adequate 
financing. 


Five Commissioners 


There were five state insurance 
departments then established, un- 
der adequate laws. Elizur Wright 
of Massachusetts, William Barnes 
and George Miller of New York 
were outstanding in their recogni- 
tion of the burden that was to be 
placed on the insurance companies. 
Capital was needed for the growth 
of industry and the insurance com- 
panies were to be its chief source. 
The backbone of this new empire 
in process of building must also 
have insurance protection to attract 
legitimate risk capital. 

Sound insurance carriers were 
essential to capital and its protec- 
tion. In most of the states without 
insurance departments, racketeer- 
ing quasi-Governmental 
were examining 
panies and basing their findings 
not on facts but on the amount of 
graft they could get. Business and 


officials 


insurance ¢om- 


insurance needed a hair shirt to 
see that only honest, well-financed 
companies received the public trust. 
The insurance business needed a 
voice to speak for it against the 
encroachment of government agen- 
cies. 

THE SPECTATOR provided both. 
The Goodsell brothers were trained 
newspaper men. They knew the 
difference between articles in an in 
dependent press and those in jour- 
nals that featured paid propaganda. 
They saw from the vantage point 
of a daily newspaper (The Chicago 
Times) that the time was right 
“for a high-toned 
would print the news with vigorous 
independence and have at the same 
time, a bold approach to commen- 
tary on business, and the companies 


paper” which 


and their progress. 

In 1868, General U. S. Grant was 
elected President. The Civil War 
lately ended. President 
Lincoln had been shot. President 
Johnson had been impeached and a 


was. but 


set of laws enacted which for years 
was to cause travail in the South 
and build a more lasting resentment 
than did the fratricidal war itself. 
On the other hand, the East and the 
West were being united and the 


Railroad Age inaugurated. There 
was an urge to enterprise and ex- 
pansion. Experiments in destruc- 
tion incidental to war were re- 
directed in the cause of peace. Men, 
long in battle but now released of 
its tension, began with enthusiasm 
to make the dreams nurtured under 
the guns of strife come true. A new 
and greater America was at hand. 
Insurance was called upon to stand 
prepared to finance and_ protect 
these visions. 

From its foundation in 1868 till 
about 1925, the owners of THE 
SPECTATOR gloried in anonymity. 
THE SPECTATOR was the only name 
used. Names of staff members were 
ignored. For the first twenty years 
and more, even the names of the 
publishers and editors were not 
listed on the masthead. As a result, 
very few men who served THE 
SPECTATOR in its early days can be 


recalled. 


Profitable Undertaking 


For the Goodsells, THE SPECTA- 
TOR was a profitable undertaking. 
With the money derived from it, 
they entered other fields. They 
published The New York Graphic 
which was the first picture news- 
paper in the world. At odds with 
the Associated Press and the West- 
ern Union, they were prominent in 
the establishment of the Postal 
Telegraph. They had a 
balloon at Coney Island. One day 
in a storm, with a group of sight- 
seers it broke its moorings. THI 
SPECTATOR, I am told, was at a 
standstill till the balloon landed on 
the Jersey coast many hours after- 


captive 


ward with all on board safe, albeit 
in a state of hysteria. This experi- 
ence dulled the Goodsells’ ardor for 
a project then in process. Shortly 
after the Coney Island incident a 
plan to fly the Atlantic with pas 
sengers in a balloon was abandoned. 

In 1888, THE SPECTATOR was sold 
to a syndicate headed by Samuel 
Elliott. Colonel Clifford Thomson, i 
veteran of The War Between the 
States, 
policy of anonymity continued. Of 
his staff, only W. S. Barnaby, R. W. 
Blake, and A. M. Best are remem 
bered by name. 


became the editor. The 


Under the Colonel, who was 
equipped with a goatee and a mar 
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tial pen, straight from the shoulder 
comment on current events con- 
tinued to be the grist of THE SPEC- 
TATOR. 

The tenor of criticism was just 
as forthright. Mr. Goodsell’s special 
spleen was reserved for state in- 
surance Officials. Anybody Goodsell 
thought was dishonest in the con- 
duct of insurance or, I would say, 
any public official that was inept, 
didn’t have long to find out what 
THE SPECTATOR thought. John F. 
Smyth was Supt. of Insurance of 
New York. He didn’t please THE 
SPECTATOR. One year a law was 
passed in New York reducing the 
pay of state officials. When the state 
comptroller sent Smyth his check, 
he refused to accept it, contending 
the legislature had no power to 
reduce his pay. THE SPECTATOR 
said, “While Mr. Smyth may be 
right in his construction of the law, 
the fact that the state is willing to 
pay him anything should be ac- 
cepted by him as a tribute to in- 
competence and_ inefficiency § as 
unusual as it is unnecessary. $10,- 
000 a vear would not be too much 
for an able man. $5,000 a year to 
Mr. Smyth is a wanton waste of 
taxpayers’ money.” Governor Cor- 
nell withdrew Supt. Smyth’s re- 
nomination after a few months 
pressure from THE SPECTATOR. 

Col. Thomson had contempt for 
any insurance man who did not 
appreciate the good forthcoming 
from a sound insurance press, to 
be specific, from THE SPECTATOR. 
He once wrote, “The assertion that 
insurance journalism is indispen- 
sable to the insurance interest and 
of © ‘vice to the public, is based 
uy the assumption that it is 
honestly and fearlessly conducted. 
It has been remarked by some 
prominent insurance officials re- 
cently, that some of the insurance 
papers are kept alive solely for 
blackmailing purposes. If this be 
true, the company managers alone 
are responsible for their existence. 
No man ever yet paid tribute to a 
blackmailer unless he had some- 
thing to conceal... 

“We are sick and tired of this 
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AUTO PHYSICAL DAMAGE PREMIUMS 
WRITTEN AND LOSSES PAID (1938-1956) 


{In Thousands] 


NUMBER OF 

YEAR COMPANIES 

1956 All Companies. ... 

1954 All Companies... 

1952 All Companies... 

1950 All Companies... 

1948 All Companies... 

1946 * See Below.. 

1944 * See Below... 

1942 *See Below... 

1940 * See Below 

1938 * See Below 


PREMIUMS LOSSES 
WRITTEN PAID RATIO 
$1,711,532 $949,145 55.4 
1,655,693 735,747 44.3 
1,614,804 738 ,434 45.7 
1,245,381 457,166 36.7 
910,000 345,000 37.9 
557,361 287 ,087 51.5 
280 ,093 141,464 50.5 
221 ,265 142,885 64.6 
290,304 127,231 43.8 
155,878 85,632 54.9 


* 1946 and prior figures consist of the “collision” figure from the SPECTATOR CASUALTY 
YEARBOOK plus the “motor vehicle” figure from the SPECTATOR FIRE YEARBOOK. 


Sources: Spectator Insurance 





By States 


Spectator Insurance Yearbook, Casualty Volume 
Spectator Insurance Yearbook, Fire and Marine Volume 





cant that some insurance officials 
indulge in regarding the insurance 
press. The press has always been 
better than the constituency it 
caters to, and far in advance of it 
in respect to intelligence. It has 
done more than the companies ever 
have to maintain the standard of 
honesty and fair dealing in insur- 
ance, and to secure adequate re- 
turns upon the capital invested in 
it. The press has always been in 
favor of the economical manage- 
ment of companies, while the man- 
agers have squandered the funds 
they held in trust regardless of 
their solemn obligations, and have 
driven into bankruptcy many a 
company that might have done 
well but for their extravagance 
and incompetency. On the question 
of integrity and common honesty, 
the insurance press need not fear 
a comparison with the insurance 
profession.”’ 

Samuel Elliott, the second presi- 
dent and publisher of the magazine, 
was an aristocrat of Scotch descent. 
He was a member of the St. An- 
drews Society and knew Andrew 
Carnegie. As a result, he disdained 
association with the common crowd. 
He was tall, silver-haired and had a 
booming voice. He retired in 1908 
but for years had desk room and an 
elder statesmen’s prerogatives. One 
day, Payson Ryan and I risked an 
extra dollar to lunch with the gen- 
try at a chop house on John St. We 
returned to the office to find Samuel 
in a fury because of the invasion of 
his select sanctuary by a pair of 
“whippersnappers.” We barely es- 
caped being fired on the spot. Pay- 
son left not long after for Best's, 
partly because of this explosion. 


In 1908, Arthur L. J. Smith, who 
had entered THE SPECTATOR employ 
as a Statistician in 1878, bought out 
Mr. Elliott’s interest and became 
president and publisher. In 1911 on 
Col. Thomson’s death, he added edi- 
tor to his titles. “Alphabet” Smith 
left the statistical and the editorial 
departments of the company to do 
selling because his eyes went back 
on him. One other result of his poor 
eyesight was that no one could get 
a job on THE SPECTATOR who had 
brown eyes. Brown eyes, in his 
judgment, couldn’t stand white 
paper. 


Nothing Secret 


Mr. Smith was a product of that 
era of American business when 
companies were dominated by those 
with the most physical vigor and 
the ability to make the most noise. 
Nothing ever happened around the 
office that was a secret to anyone 
If a letter was to be written, a 
proof to be corrected, a staff-man, 
officer, clerk or office boy to be 
disciplined, there was an audience 
which grew as the subject pro- 
gressed. At the end of the tirade on 
some lapse, you found yourself sur- 
rounded by a group of silent wit- 
nesses to vour chagrin and shame. 

My progress with THE SPECTATOR 
dated from the time I discovered 
that A.L.J. had a one-track mind 
and that once diverted from his 
subject he couldn’t find the ways 
back. 

Under Mr. Smith, the Spectator 
Company reached its highest pla 
teau of usefulness to the insurance 
business and paradoxically, THI 
SPECTATOR reached a new low in 
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reader interest. This was due to the 
fact that Mr. Smith discovered the 
need that the rapidly expanding 
insurance business had for educa- 
tional, technical and statistical pub- 
lications of an authoritative nature. 
Our catalogue at one time contained 
over 250 pages, and THE SPECTATOR 
became almost a mailing piece ad- 
vertising books we published. 
Other publishers soon recognized 
the weaknesses inherent in our op- 
eration and specialized in phases of 
publishing in which THE SPECTATOR 
had become negligent or deemed not 
as profitable as those it stressed. 
A. M. Best made a success of in- 
surance financial reporting. Wohlge- 
muth and Cartwright with the 
National Underwriter and Young 
Allison and Champ Hitchcock with 
Field split their 
paper into two editions, one cover- 
ing fire and the other life with 
news a prime product. Fliteraft 
stressed life policy and rate infor- 
mation. Mack with the Weekly Un- 


the Insurance 


ASUALI 


C 
auny ” 


derwriter became a recognized au- 
thority on laws and _ legislation. 
Clarence Axman and his publisher 
Bill Hadley gave to the Eastern 
Underwriter a deft distinctive edi- 
torial touch. Executives found it a 
must for news of all branches of 
the business with an emphasis on 
the individual and his accomplish- 
ments. When the National Associa- 
tion of Life Underwriters entered 
the publishing field and was fol- 
lowed by other associations with 
similar purposes, THE SPECTATOR 
was beset on every side. 


Sold to U.B.P. 

We weathered the storm, how- 
ever, and when THE SPECTATOR 
Company was sold to the United 
Business Publishers in 1929, the 
new owners claimed that they had 
made their choice among all insur- 
ance publishers. A. C. Pearson was 
president of the U.B.P., which 
owned more than twenty journals, 
three printing plants, half of a 
paper mill, and many subordinate 
organizations. THE SPECTATOR and 
its publications according to the 
findings of Mr. Pearson and his 
associates were as well or better ac- 





> rock Company , 


New york 19, X. 
chicago 


¥. 


cepted than any of its competitors. 

At the time of purchase in 1929, 
Loughton T. Smith, the son of 
A.L.J. became president and pub- 
lisher, and the writer editor. I had 
entered the employ of THE SPECTA- 
TOR as a statistician on April 1, 
1913, and Loughton Smith was my 
first friend on the magazine. He 
came to work in June 1913 to be 
my assistant. He and I for years 
were bridge partners. I mention 
this because when I left THE SPEC- 
TATOR, due to World War I, I was 
determined not to return. At lunch 
one day in 1920, Loughton was in- 
dignant at my unavailability when 
the night before he had two young 
Princeton men who thought highly 
of their bridge ability. Inasmuch as 
he and Oswald Jacoby were finan- 
cially successful against them, it 
didn’t seem to me that he should 
have been so sore. However, maybe 
my cupidity was aroused. In any 
event, I went back to the office and 
signed up with A.L.J. and with the 
right of succession to him. That 
latter event was nine years de- 
ferred. In the meantime, we played 
much bridge and poker. 

Loughton Smith had greater abil- 
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ity than he was credited with by 
his contemporaries. In my opinion, 
circumstances beyond his control 
brought him to the top and to the 
discard without allowing him op- 
portunity to have proper experience 
for either move. His father insisted 
on his taking high nominal posi- 
tions in the company and at the 
same time refused to give him the 
authority to use his own judgment 
and to gain experience. When he 
became president, he was unpre- 
pared for the responsibilities en- 
tailed. As president, he was forced 
by the new owners to spend money 
against his better judgment and 
when the depression came, they de- 
moted him for yielding to their in- 
sistence. In my book, Loughton was 
a grand guy. 


New Impetus to Serve 


Loughton was succeeded by 
Thomas L. (Tom) Kane, who was 
able, experienced, and a kindly gen- 
tleman. Under him, THE SPECTATOR 
acquired a new impetus to serve 
well. The books were modernized 
and THE SPECTATOR itself made 
outstanding contributions to the in- 
surance institution. His work was 
recognized by his superiors, and he 
was called from THE SPECTATOR to 
assume the presidency of the lead- 
ing publication in our group, as 
well as the leading trade paper in 
the United States—The Iron Age. 
Tom never lost interest in insur- 
ance and was later called by the 
United State Defense Department 
to be its spokesman in the placing 
of billions of dollars of insurance 
on construction and on war materi- 
als under its jurisdiction. Mr. Kane 
is still the chief consultant to the 
Defense Department on insurance. 

When Tom left to join The Jron 
Age, he was succeeded by Leonard 
S. McCombs whose business back- 
ground was entirely SPECTATOR. He 
had experience in all branches, first 
statistical and then editorial, sales 
and executive. His economic and 
statistical education and _ talent 
made him particularly valuable to 
THE SPECTATOR. The present for- 
mat of some of our most successful 
books may be attributed to his 
knowledge. Mr. McCombs’ personal 
ambitions and preferences prompt- 
ed him to organize his own publish- 
ing house. 

Tom Casper is our present pub- 
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lisher. I want no more than to clean 
the apple without polishing it. To 
speak frankly, he amazes me as I 
think he does his superiors in The 
Chilton Company. Without any pri- 
or experience in either publishing 
or in insurance, in the space of 
seven years, he is accomplished in 
both. Casper has the energy of 
A. L. J. Smith, the fun-loving na- 
ture of Loughton, the gentlemanli- 
ness and thoughtfulness of Tom 
Kane and the ambition and assur- 
McCombs. I know that 
under him THE SPECTATOR will 
continue to be a “high - toned 
paper” serving well the insurance 
institution. 


ance of 


There have been in the history 
of THE SPECTATOR four editors: 
Goodsell, Thomson, Smith, and my- 
self. The first two died before my 
employment. In my early years, the 
actual editorial work was in the 
hands of William S. Barnaby, man- 
aging editor and life statistician, 
and Robert W. Blake, associate ed- 
itor and fire statistician. They were 
natural opposites in every talent, 
attitude and habit. Barnaby was 
brilliant; Blake was 
Barnaby liked people; Blake was 
content with his family. Barnaby 


methodieal. 


saw no harm in liquor; Blake saw 
no good from it. 
made out rather well. I liked the 
things of which they each were 
fond. I liked to be both with people 
and with the family. I liked to be 
with people and they drinking, and 
did not care to drink myself. I was 
neither brilliant nor methodical. I 
succeeded both in turn. When I first 
went with THE SPECTATOR, I was in 
the fire branch under Blake, and 
when I returned to become the pres- 


Among us, we 


ident’s son’s bridge partner, I fol- 
lowed Barnaby, who died in 1914 as 
head of the life department. 

About 1922, Mr. Smith accepted 
me as his understudy with the title 
of statistician. The annuals were 
our most important and profitable 
product. He agreed to one sugges- 
tion I made. It reversed the trend 
of over a half-century in the con- 
duct of THE SPECTATOR. Our stafl 
came from behind the curtain of 
anonymity and 
readers as individuals with names. 

With a nod to our contempo 
raries, I think we made our bow 


appeared to oul 


and followed with as talented a 
group of young men as ever wrote 


for the insurance press. Those who 
left became outstanding in other 
fields. Among them may be noted 
C. Harold Waterbury, Payson 
Ryan, Ernest Sullivan, Chris Slagle, 
Ralph Reed Wolfe, Gene Goesch, 
Joseph Roesch, Bob Sheehan, Frank 
Ellington, W. S. Hamlin, David 
Porter, Robert Johnson, Al White, 
Phil McDonald, Charley Petrie, 
Leonard Wood, Ray Canaday, 
Frank Malley, Al Davis, Joe and 
John McCarthy, Jean Robinson, 
and of course, our Managing Edi- 
tor, Bill Alrich. 


Statistical, Sales 


Among the “statisticians were 
Gaston Busbee, Joe Dooley, Louis 
Fisher, Harry Fisher, Leonard Me- 
present gifted 
knights of computation, Paul Reddy 


and Gerry Horan. Our salesmen in 


Combs, and our 


my time included Thomas E. Per- 
kins, John J. Harry W 
Barnard, Frederick C. Humphreys, 
Newton Shade, and Robert Mat- 
thews. With the present group of 
Bob Hinckle, Sid Bushler and Billy 
Smyth, they have been responsible 


Bailey, 


for my easy way of life which in- 
cludes riding one hundred miles 
every working day in addition to 
about 50,000 miles yearly for the 
last 45 years. These salesmen have 
had great opportunities to make 
money both in and out of THE 
SPECTATOR. 

Harry W. forts 
eight years a valued member of 
THE SPECTATOR selling staff, and 
long its vice president, knew and 


Barnard, fo 


was known by more Insurance e@x- 
ecutives than any other person ever 
with the company. He was hand 
some and always’ immaculately 
dressed. As a matter of fact, this 
love for dress once cost him a for 
tune. The founder of Coca-Cola was 
long the president of the Equitable 
Surety of Atlanta, Georgia. One 
time, on a convention trip, Barnard 
saved Mr. Chandler from drown 
ing. Later, on a call for advertising, 
Mr. Chandler told Barnard of the 
great possibilities of a new com- 
pany, which he was organizing. He 
prophesied for it profits beyond 
avarice. Chandler recalled to Harry 
that he owed him a debt, and so 
$500 worth of stock had been al 
lotted for his subscription. Barnard 

Continued on page 100 
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was impressed. But before writing 
a check—Harry was deliberate that 
way—he looked at his would-be 
benefactor’s frayed suit and soiled 
shirt and vest. Then he reviewed 
his own impeccable clothes, and re- 
fused the offer. About thirty years 
after, we read in the Post a story 
of the Coca-Cola Company. A five 
hundred dollar original investment 
was then worth $1,000,900. 


Litany of the Great 

THE SPECTATOR from its earliest 
vears encouraged thoughtful men to 
present their views. We are certain 
that most of present day insurance 
practices are based on ideas printed 
first in THE SPECTATOR. Our con- 
tributors are a litany of the 
great in the world of insurance 
David Parks Fackler and Sheppard 
Homans, actuarial pioneers, were 
regulars. The impact of others on 
technical and educational subjects 
has been tremendous. Among the 
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best known may be noted: Frank R. 
Stockton, William Root Bliss, J. A. 
DeBoer, Arthur Hunter, Henry 
Moir, E. H. Plummer, Charles E. 
Willard, C. W. Pickell, Dr. H. W. 
Dingman, Leroy Gilbert Simons, 
W. S. Brieby, William J. Graham, 
Kenelworth Mathus, Halsey Joseph- 
son, and also F. C. Moore, Elijah R. 
Kennedy, William Bro Smith, Hol- 
ger DeRoode, Ellis G. Richards, 
W. F. Moore, C. C. Dominge, Rob- 
ert P. Barbour, Samuel R. Weed, 
S. Y. Tupper, W. O. Lincoln, George 
Velten Steeb, Clayton Hale and 
KE. R. Hardy. 

William T. Nash was a pioneer in 
leaflet authoring. His simple homi- 
lies on the worth of buying a life 
insurance policy and keeping it 
made a priceless contribution to the 
saga of life protection. Millions of 
them were distributed. The titles, 
to me, seemed their greatest asset: 
“Don’t Throw Away the Life Boat,” 
“Borrowing From Mary,” ‘The 
Cost of Dying,” “Tempting Fate.” 
“One Farmer’s Experience with 
Life Insurance,” among many, sold 
and preserved millions of dollars of 
insurance on breadwinners of fam- 


ilies. Nash never was able to keep a 
job in a life insurance office nor as 
a salesman, but he couldn’t be du- 
plicated as a producer of inspira- 
tional material. 

William Alexander, long secre- 
tary of the Equitable Life of 
New York, wrote the earliest sim- 
plified educational books for agents. 
Headed by “What Life Insurance Is 
and Does,” these books were musts 
for new agents and became models 
for the many educational primers 
later to reach acceptance. 


Homicide Studies 


Dr. Frederick H. Hoffman of the 
Prudential of Newark was a most 
prolific and informed writer. While 
he is best known for his studies on 
mortality, he also wrote on such 
widely diversified subjects as so- 
cial progress and earthquake fre- 
quency. His annual articles on mor- 
tality from homicide and suicide in 
cities always produced a furor in 
those cities which were shown to 
have the highest rates. 

I was more than impressed by 
Dr. Hoffman’s ubiquitousness (for 
want of a simpler word to describe 
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a man who was equally at home 
studying men and mortality in mid- 
Africa as on Broadway) when I 
read a book, the title of which I 
think was “Box Car Annie,” the 
story of a lady of low enterprises. 
She occupied a berth next to Dr. 
Hoffman on her way to Chicago to 
attend the execution of one of her 
husbands for murder. She found 
Dr. Hoffman “a most interesting 
gentleman,” and he in turn put her 
on his mailing list and for some 
years after she received copies of 
each of his studies on mortality. 
Everybody can derive some good 
from THE SPECTATOR. 


Dr. Huebner in 1913 


One of the regrets of THE SPEC- 
TATOR has been its failure to keep 
Dr. S. S. Huebner on its staff. It 
would have been a natural alliance. 
THE SPECTATOR was first in pub- 
lishing insurance education books 
and Dr. Huebner pioneered in di- 
rect education of agents. With some 
degree of satisfaction we record 
that THE SPECTATOR did provide 
perhaps the first forum for his cru- 
sade. In 1913 in an article for THE 
SPECTATOR, Dr. Huebner recom- 
mended: 

1. The establishment of special 
courses in Actuarial Science and 
Fire insurance engineering. 

2. The establishment of a sepa- 
rate course in Life Insurance and 
its affiliated forms and another 
course in property insurance. 

3. The establishment of a gen- 
eral course running throughout the 
college year — one-half devoted to 
life insurance and one-half devoted 
to property insurance. 

That recollections go hand in 
hand with anniversaries seems ap- 
propriate, but we must not forget 
that the paper has a more practical, 
a more somber purpose. THE SPEC- 
TATOR has campaigned for the elim- 
ination of hazards to life and prop- 
erty. It has fought for the adoption 
of such reforms in business conduct 
and government supervision as 
would make the insurance institu- 
tion ever sounder and better able 
to serve the public. 

A plea for safety on the railroads 
was contained in our first issue and 
one for safety on the highways in 
our latest. Fire prevention and 

Continued on page 102 
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A fanfare, if you please 


... for a top performance. It is difficult to keep improv- 
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45 Years 
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protection with adequate 
supplies has occupied innumerable 
pages. Equitable rates and policy 
forms with uniform state laws and 
regulation has been a_ timeless 
theme. Health and longevity, it was 
stressed, could be obtained through 
high standards in housing and con- 
stant medical research. 


water 


THE SPECTATOR has done its part 
in upholding the interests of insur- 
ance before federal and state legis- 
latures. THE SPECTATOR has always 
been a strong advocate of local in- 
dependent agents to write both 
property and life insurance. For 
ninety years we have been con- 
vinced that the public, the property 
owner and the family, has his most 
useful friend in a local agent when 
death or disaster occurred. 

THE SPECTATOR from its first is- 
sue has been strong for the free en- 
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terprise system. It has seen Amer- 
ica grow great and her people enjoy 
a kind of life envied by the nations 
of the world because the individual 
was encouraged to aspire to noble 
accomplishment. A citizen was a 
free man and not the creature of 
the state. THE SPECTATOR was for 
sound money as the true basis of 
progress. The prosperity of indus- 
try and the inviolability of the 
home were indispensable to na- 
tional independence and integrity. 
3y preaching the gospel of sound 
insurance, we could help in gaining 
these goals. Ex-President William 
H. Taft, writing in THE SPECTATOR, 
expressed our view: 

“The people ought to know that 
it is the people, after all, that own 
this country, and it is their savings 
and their capital that run the great 
enterprises of this country, and not 
that of a few individuals, and that 
legislation intended to strike at cap- 
ital to restrict its beneficial use by 
the people is a blow at themselves.” 


The Handsome Tradition 


THE SPECTATOR, then, is the torch 
bearer of a handsome tradition. 
Long ago we wrote, ““Now tradition 
can be one of two things. It can 
be a dead hand restraining by its 
ghostly grip the heirs of something 
once great and vibrant from meet- 
ing the challenge of a changing 
world; or it can be contrariwise the 
strong right arm of progress—the 
force that drives men on to new 
achievements fit to be placed along- 
side of the performances of their 
forerunners. We like to think that 
our tradition is the latter type. Our 
fond remembrance for things past 
does not, we hope, convict us of old 
‘fogeyism’: it simply sharpens our 
realization that this publication has 
played no small part in shaping in- 
surance thought and practices in 
America and that the vigorous pens 
of our early editors set a pretty 
pace for the generations that fol- 
lowed them.” 

We remember with regret the all 
too many friends of old who have 
passed on. We promise to our 
friends of the present that we shall 
continue and increase our efforts to 
render THE SPECTATOR a source of 
information and inspiration to all 
engaged in the insurance business. 


THE SPECTATOR 
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Extending that service to an ever- 
increasing number is part of that 
function and responsibility. But 
the mere acquisition of new busi- 
ness, irrespective of its character, 
fulfills no useful function; it 
renders no true service to the 
policyholder and produces no last- 
ing benefit to the company. 

It takes money to produce new 
business. That should be looked 
upon as an investment made with 
due regard for the return to be 
realized thereon. 


Non-Return of Investment 


Some do not seem to realize that 
a price can be paid for business 
such that not even the sum in- 
vested therein will be returned. 
For example, assume that new 
business costs $15 per $1,000 paid- 
for life insurance (non-participat- 
ing); i.e., that all expenses con- 
nected with procuring and placing 
that business on the books exceeds 
by $15 the average premium re- 
ceived for the first policy year per 
$1,000 “paid for’ insurance, after 
deducting for the first year’s mor- 
tality and reserves. Also assume 
that it is poor quality business 
poor persistency— so that only 50 
per cent of it renews for the 
second policy year, that 40 per 
cent of it renews for the third 
policy year, etc., that only 25 per 
cent is left to renew in its seventh 
policy year and that only 1 per 
cent is left at the end of 30 years. 
It would require an earning rate 
of $3.50 per $1,000 renewed insur- 
ance per year for 27 to 30 years 
merely to replace the $15 origin- 
ally invested, disregarding loss of 
interest; and $3.50 per $1,000 of 
renewal insurance is more earning 
per year than can generally be 
expected. 

It should be just a matter of 
arithmetic to establish what sums 
are invested in new business and 
what “renewal” returns or profits 
are being realized. There is the 
rub! What is the principle invested 
and what is the return? Some of a 
life company’s expenditures are 
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clearly, and quite indubi- 
tably, exclusively for the acquisi- 
tion of business; others are less 
clearly so but none the less defin- 
itely so. It therefore requires ex- 
perienced judgment, based on 
careful, unbiased analysis, to de- 
termine which expenditures are 
which. 


very 


Figures Don't Lie But — 


We have heard it said, “There 
are lies, damned lies and statis- 
tics.” That applies very aptly to 
some of the methods that have 
been used for the allocation of 
expenses as between acquisition 
expense) and 
handling of the business (or “re- 
newal” expense). There have been 
instances where, in order to show 


? 


(or “first year” 


a low acquisition cost, plausible 
arguments 
throwing much of the 
against the administration, or re- 
even to the point of as- 
sessing against renewal business 


were advanced for 


expense 
newal 


some substantial part of the sala- 
ries and incidental expenses of 
those engaged exclusively in the 
production of new business. This 
on the pretense that such activi- 
ties had much to do with the main- 
tenance of the business in force 

sometimes most ingeniously pre- 
sented, but specious none the less. 


Acquisition vs Renewal 


Conceive of the life company as 
two distinct organizations; one, 
for the acquisition of business; 
the other for the administration 
or handling of the business after 
the first policy year. Or better 
still, conceive of the business be- 
ing transferred to a separate cor- 
poration, operating for the sole 
purpose of handling, or adminis- 
tering, the business after the full 
first policy year. Such an organi- 
have a staff of 
elaborately 


zation need not 
highly paid officers, 
furnished offices, extensive facili- 
ties for advertising, recruiting, 
training and supervising an 
agency force. 

Even a very sizable volume of 
“renewal” business could be ad- 
ministered under the supervision 
of a moderately paid chief admin- 
istrative officer. True, it would re- 
quire first class investment talent, 


but that would be a charge as in- 
vestment expense, not as an insur- 
ance administrative or “renewal” 
expense. Conceived in this way, 
it would be found that the cost of 
handling the “renewal” business 
would run somewhere’ between 
$2.50 and $6 per year per policy— 
depending upon the volume of 
business being handled and the 
efficiency of the organization. 
(These cost factors were derived 
before electronic data processing 
facilities were available. Other 
“renewal” costs, directly allocable, 
are premium taxes, renewal com- 
missions and collection fees, claim 
costs and reserve charges.) Some 
such general “renewal” overhead 
charges apply, 
whether the business be adminis- 
completely separate 


regardless of 


tered by a 
organization or in the life com- 
pany itself. Speaking 
the lowest rate of “renewal” over- 
head expense just quoted would 
not be attained until there are 
100,000 


policies to process. 


generally, 


upwards of “renewal” 


First Year & Renewal 


As a matter of fact, all “Insur- 
ance Expenses,” (i.e., all expenses 
other than those pertaining to In- 
vestments) beyond those resulting 
from the application to the “re- 
newal” business of some such ex- 
pense factors (depending upon the 
volume and concentration of busi- 
ness) are properly on account of 
acquisition, or “first 
penses. Where figures much in ex- 


year” ex- 


cess of such “renewal” overhead 


expense factors result from an 
allocation between “first year” and 
“renewal,” it can generally be 
assumed that the allocation is 
wrong or that the organization Is 
inefficiently conducted. 

In writing or “buying” business, 
the acquisition cost or “price” 
should be limited, or fixed, with 
regard for the probable persist- 
ency and earning capacity of that 
business. In measuring that cost 
and that earning capacity, a frank 
and honest should be 


made. Disregarding those consid- 


analysis 


erations, those in control will 


finally have a rude awakening to 
the fact that 
vearly increases in insurance vol- 

Continued on page 104 
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ume had been but yearly increases 
in liabilities. Wise is the owner- 
ship which listens to the calm ad- 
vice of the seasoned and experi- 
enced life insurance executive, 
instead of to the siren voice of 
Seylla or Charybdis. 


Multiple Lines 


Continued from page 31 


roads are a good example. Once, 
they flourished and gave luxurious, 
satisfying service to the public. 
Today, they are regulated and 
highly taxed by both the federal 
government and the governments 
of the various states to a point 
where their service to the public 
continues to diminish. Now, it’s al- 
most impossible to obtain pullman 
service between cities. On almost 
all runs, you may have day coach 
service, with the exception of the 
through trains, tourist centers, or 
exceptionally large cities. I predict 
the next move will be to reduce all 
the railroads to freight haulers, and 
they will be subsidized by the 
United States Government. 


Competition Necessary 


When competition is denied, you 
may feel sure that the federal 
government will take a peek at the 
insurance business to determine 
what is happening. 

The insurance industry wants to 
help preserve state regulation but 
must have the willingness of the 
state regulatory authorities to help 
save themselves. (States Rights.) 

The writing of Multiple Lines is 
the greatest safety factor in the 
insurance business today. The fire 
and casualty insurance business has 
had hard sledding during the past 
few years, but with the reinforce- 
ment of adequate rates in all lines 
and the freedom of competition, the 
companies will emerge from this 
experience wiser and stronger. 
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dollars, so long as they can still be 
spent. It will be up to the husband 
and the father and his life insur- 
ance agent to see to it that as the 
dollar drops, the father’s coverage 
goes up. 


Back to the Basics 


Under the circumstances, it is 
the writer’s opinion that life in- 
surance advertising in the next 
ten years will swing back to the 
basic theme that “Mary and the 
kids” deserve all of the insurance 
protection that the buyer can 
afford. Such temporary frills as 
bank loan insurance, coupon poli- 
cies, etc., will emblazon them- 
selves across the sky from time to 
time, but the basic need as de- 
scribed will always be the simple 
theme of life insurance advertis- 
ing. 


Does It Sell? 


If any person has ever read a 
life insurance advertisement or 
has listened to one over the radio 
or viewed one on television and 
has as a result immediately talked 
to his life insurance agent for the 
purpose of buying a policy, it has 
never come to the attention of the 
writer. Television, of course, has 
many fine features because it 
shows the viewer a picture and 
whispers (?) in his ear at the same 
time. 

Undoubtedly from an institution- 
al standpoint a fine television pro- 
gram is very valuable, but due to 
the cost of television advertising 
and the fact that the life purchase 
falls into the category of being a 
large unit sale, it is doubtful to 
the writer that television advertis- 
ing will be largely employed in the 
future. Television is an excellent 
medium if you are selling soap or 
cigarettes because with a reason- 
able distribution of such a prod- 
uct, it may be bought at the 
corner store. To date, you cannot 
buy life insurance in that manner. 

The previous observation holds 
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true for radio, and the writer 
would wager that it constitutes 
one of the reasons why radio has 
never been extensively employed 
by the life companies. 

Sign board advertising has al- 
ways been a personal favorite of 
the writer, but due to the fact that 
generally speaking it must be 
bought in units the minimum cost 
of which is comparatively large 
for any sizeable city, it can be 
used only by those companies that 
have large agency representation 
in the cities where the sign boards 
appear. In other words, it is not 
as flexible a medium as it would 
appear. Under the circumstances, 
I doubt if any great increase in 
sign board advertising will take 
place during the next decade. 

National magazine advertising, 
of course, represents a large area 
of wasted coverage, except for 
those life companies that have 
nationwide distribution in all the 
centers of population. Neverthe- 
less, the prestige of this type of 
advertising is important with the 
agents in those areas where the 
more modest company is 
represented. 

Therefore, it is the writer’s 
opinion that although there will be 
no great burst of activity in this 
field, there will be a steady growth 
experienced in national magazine 
advertising by life insurance com- 
panies, particularly as the indi- 
vidual companies grow larger and 
extend their sales forces into new 
territory. 


sized 


Trade Journals 


The writer, of course, is a great 
believer also in life insurance 
trade journal advertising. If he 
had to make a choice between ad- 
vertising to prospects and adver- 
tising to prospective salesmen, he 
would always select the latter, due 
to his belief that in the final analy- 
sis it is the salesman that sells the 
policy and not the advertising. 
The advertising merely builds up 
and enhances the morale of the 
salesman. 

Under the circumstances, it is 
the writer’s belief that although 
the volume of trade journal ad- 
vertising may not 
ceptibly during the next ten years 
the character of the message con- 


increase per- 


tained in the advertising will 
change in certain respects. Prac- 
tically every company of any size 
does some trade journal advertis- 
ing today, so the field has been 
pretty well plowed. It is the 
writer’s thought, however, that 
more companies will realize that a 
message can be put over better to 
the sales forces in a life insurance 
trade journal than through any 
other medium. Therefore, more 
care and thought will be put into 
the preparation of these messages 
than even at present. 

Obviously, sales pamphlets, 
sales gadgets of all kinds will be 
prepared in the future as at pres- 
ent and as they have always been 
in the past. Undoubtedly more 
color and attractiveness will be 
put into the future material than 
has been the case, although the 
present efforts certainly compare 
favorably with those of any other 
industry. 


LAA Meetings, Exhibits 


The writer believes that the 
major share of credit for the im- 
provement of all life insurance ad- 
vertising can be laid wholly and 
solely at the door of the Life In- 
surance Advertisers Association. 
Through its annual meetings and 
particularly through its annual 
exhibitions, more has been done to 
lift the sights of life insurance 
advertising than through any 
other single agency. All of us in 
regardless of our 
deep 


the business 
particular position owe a 
debt of gratitude to this Associa- 
tion for the signal contribution its 
members have made in attrac- 
tively presenting life insurance to 
the general public. No division of 
our business has moved forward 
faster than have our advertising 
departments. 

The reader will note that the 
writer has used the expression “in 
the opinion of the writer” ad 
nauseum. Such caution was per- 
haps unnecessary due to the fact 
that any guess as to what is going 
to happen during an ensuing ten 
years must be essentially only an 
opinion. However, the writer’s 
wish was to doubly assure the 
reader that he did not make his 


predictions as facts. 
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Creating a Personality 
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personality. 

In my company we are deliber- 
ately trying to create a distinct 
personality, recognizable in the 
market place. We seek identity, so 
that we can be told apart from com- 
petition despite the name compli- 
cations and similarities that our 
company confronts in common with 
many others. 


Use of a Symbol 


We use the symbol of an emblem 
for recognition and identity—in 
our ads, printed forms and on the 
bumpers of automobiles. It is re- 
produced in the “Yellow Pages” of 
thousands of telephone directories, 
as a point of sale means of contact. 
We try to get across the idea that 
this emblem stands for low cost, 
warm, understanding service, and 
the size and stature necessary to 
assure dependability year in and 
year out, wherever our policyhold- 
ers may live or travel. 

Our national advertising, bal- 
anced between television and print, 
is aimed at the same target. This 
year we are stressing price, partly 
because an estimated 21 million 
people still pay Bureau rates, and 
our own research, verified by other 
studies, shows that most people 
paying high rates do not know that 
low cost insurance is available. 

No prior campaign has had a 
visible impact equal to that of our 
current advertising. In our opinion, 
we have achieved a break-through 
in overcoming the built-in difficul- 
ties of insurance advertising. A 
low-interest subject, most insur- 
ance advertising achieves low read- 
ership scores. People seem to think 
that insurance is a dull, unattrac- 
tive subject. Advertising-wise, the 
insurance business has been classed 
with coal mining and fisheries. Yet 
one of our 1958 ads achieved Starch 
scores of 53 per cent “noted” and 
16 per cent ‘‘read most” among men 
readers, and average scores have 
been double and triple ad-norms for 
all types of financial advertising. 

We regard our highway sign pro- 
gram as a unique market place ad- 
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vantage and an important part of 
our advertising. Six thousand of 
these signs stand at the main high- 
way entrances to cities and towns 
all over the United States. They 
tie our local representatives to the 
corporate image of State Farm 
Mutual for millions of our travel- 
ing policyholders. 

The past five years have seen a 
great step-up in the volume of na- 
tional advertising done by fire and 
casualty companies. To what ex- 
tent the aggressive campaigns of 
specialty companies triggered this 
step-up is conjectural, but it is un- 
doubtedly true that our business as 
a whole will increase its national 
advertising expenditures in the 
years ahead. 


More Expert in Budgeting 


We should all tend to become 
more sophisticated, more expert in 
the way we use our advertising 
budget. Each segment of the busi- 
ness will become more effective in 
getting across its particular ad- 
vantages to the public. This is as 
it should be, and the public will 
make the choice in an informed 
way when we have helped clear 
away the fog of misconceptions and 
plain ignorance that interferes 
with public understanding of many 
facets of our business. 

At State Farm, we regard our 
trade press advertising as an im- 
portant part of our total program. 
Dollar-wise it is not significant, 
compared to the millions of dol- 
lars absorbed by big print and tele- 
vision, but the function it serves is 
important. 

We take pains with our trade 
ads. Often the cost of making one 
of these ads will equal or exceed 
the cost of the space in which it 
appears. But we want the people 
of the insurance business to know 
and understand State Farm, and to 
accept us as an organization of 
character and integrity, with a 
practical and effective approach to 
insurance marketing. 

Our trade ads picture our agents 
in action, serving the family insur- 
ance needs of our customers, at- 
tending school, handling accident 
problems for a traveling policyhold- 
er. They portray the essentials of 
our office and field operations, the 
Ways in which we are different. 


Granted that we are all a little 
subject to bias, and that occasional- 
ly competition in our business be- 
comes a little rugged, it is still true 
that the vast majority of insurance 
people are honorable and fair mind- 
ed. The job we ask our trade jour- 
nal advertising to do is to provide 
these people with the basic facts of 
our operations. Common sense and 
fair play will do the rest. 

We do not overlook the impor- 
tance of helping to preserve the 
trade press as a vital communica- 
tions medium. Its revenue must be 
principally derived from the insur- 
ance business, and it would be un- 
fortunate indeed for publishers to 
be dependent upon any one seg- 
ment. But our trade journal ex- 
penditures are fully justified by the 
advertising and educational values 
which they deliver. 

The tools of advertising grow 
sharper every day in the competi- 
tive economy to which we are as a 
people committed. Our business is 
an integral part of that competitive 
economy. We cannot hope to stand 
aloof from it, or to ignore the ef- 
forts of other businesses to woo the 
same customer dollars that we are 
after. 


Honing the Marketing Tools 


This means that insurance must 
also sharpen its marketing tools. 
We must keep our total marketing 
processes under continuing critical 
review. There is much to be learned 
from marketing methods in use in 
other fields, and we must know 
about them and apply whatever is 
useful to our own problems. 

Ten years ago advertising by fire 
and casualty companies was largely 
infant in size, concept and execu- 
tion. Today it is starting to come 
of age. The next ten years should 
bring us much greater understand- 
ing, competence and stature. 

While advertising may always re- 
main one of the easiest ways to 
waste money in any business, those 
who become adept will find that, ex- 
pertly done, it can be made to pro- 
duce great dividends in sales, in 
good will, and especially in build- 
ing an image that people will recog- 
nize and accept as an example of 
constructive private enterprise in 
the public interest. 


THE SPECTATOR 





Canada 


Continued from page 35 


corporation) and a deposit of a 
sum of $50,000 in cash with the 
government. When the Act came 
into force (May 22, 1868) there 
were 14 British, 9 United States 
and one Canadian company trans- 
acting life insurance in Canada. 
The list included such well known 
U. S. companies as the Aetna, Con- 
necticut Mutual, Equitable of New 
York, New York Life, Phoenix 
Mutual, Travelers and Union Mu- 
tual. 


Some Withdrew 


Some of these companies did not 
find the new deposit requirements 
to their liking and shortly ceased 
writing new business in Canada. 
In addition, non-Canadian (British 
and U. §S.) companies were re- 
quired to deposit annually the 
balance of the premiums received 
in Canada after deducting 25 per 
cent therefrom (and the net 
amount of claims actually paid) 
until the deposit reached $100,000. 

Today deposit requirements as 
between the United States and 
Canada are well understood and 
accepted. The Canadian companies 
that transact life insurance in the 
United States maintain 
with state authorities, and assets 
with approved by 
authorities, that are at all times at 
least equal to their policy liabilities 
in the U. S. A. Similarly, U. S. 
companies doing business in 
Canada comply with substantially 
similar requirements under Cana- 


deposits 


trustees such 


dian insurance laws. 

The deposits and trusteed assets 
of the Canadian companies in the 
U.S. A. are for the exclusive pro- 
tection of policyholders resident in 
the U. S. A. Similarly, the deposits 
in Canada of U. S. companies are 
for the sole security of their policy- 
holders resident in Canada. I em- 
phasize this point because, when 
the Act of 1868 was before Parlia- 
ment an exception was made in re 
spect of non-Canadian companies 
actually doing business in Canada 
at the time of the passing of the 
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Act and “acting on the mutual 
principle in such wise as to be 
unable legally to make a deposit 
under the Act for the security of 
policyholders resident in Canada.”’ 
It was provided that the deposit 
made by such a company “may be 
for the general benefit of all its 
members.” 

Eight American companies and 
one British company sought to 
take advantage of this provision 
but the exception was implicitly 
done away with by amending Act in 











1871. Today many of the U. S. 
companies transacting business in 
Canada (and an increasing number 
of Canadian companies doing busi- 
ness in the U. S. A.) “act on the 
mutual principle’ and yet do not 
hesitate to make deposits and main- 
tain trustee assets for the sole 
security of policyholders in the 
other country. 

While the federal act of 
was probably the most important 
enactment relating to insurance in 

Continued on page 108 
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0.S.S. OPERATION SUPER SAFE 
A TESTED NEW APPROACH TOPLANT SAFETY 


another KEMPER service for... 


producers... 

a competitive advantage 
which enables them to sell 
and hold the large Work- 
mens Compensation risks. 


policyholders... 


increases production, im- 
proves safety, betters 
employee relations and re 
duces insurance costs 


a new approach... 


The Safety Engineering department of Kemper Insut 
ance conceived and tested a new approach to plant safety 
through a special Safety Training Course for Foremen. 
To policyholders’ foremen, and our engineers, this pro 
gram is known as Operation Super Safe. 


man himself 





The secret weapon of Operation Super Safe is the fore 
Ihe president of one company using the 
program describes it this way 
ing safety to all employees through the foremen.” 


“...an excellent job of sell 


foremen stimulated to think 


Operation Super Safe equips foremen to become group 


leaders. It helps them develop a safety conscious attitude 
and, at the same time, develops their ability to pass on 
this attitude to those working under them 

This is accomplished by combining study of the funda 
mentals of accident prevention with the teaching tech 


niques shown to be most effective 


method 


the group discussion 


It is a combination which stimulates foremen to think 


tested with more than 100,000 workers 
The Safety Training Course for Foremen already has been 
tested with some of our policyholders, benefiting more than 
100.000 of their employees 


For brochure giving further information on how Opera 
tion Super Safe will benefit your clients, write R. P. Palmer, 
Secretary, Home Office, Chicago 40, Illinois. 


Lumbermens Mutual Casualty Company 
American Motorists Insurance Company 


divisions of KEMPER insurance 


Chicago 40, Illinois 
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Canada passed in Canada during 
the past 90 years, it was by no 
means the first insurance legisla- 
tion in Canada (or in those parts 
of Canada that came together in 
“Confederation” in 1867). In 1836 
an Act had been passed to authorize 
the establishment of mutual fire 


insurance companies in several dis- 
tricts of Upper Canada (now the 
Province of Ontario) and to regu- 
late their affairs. The Canada Life 
Assurance Company was incorpo- 
rated in 1847. 

The first act respecting friendly 
societies was passed by the Prov- 
ince of Canada (now the Provinces 
of Ontario and Quebec) in 1850. 
New Brunswick passed an Act in 
relation to insurance companies not 
incorporated by the province in 
1856. In 1860 an Act was passed 





Aq Big Policy Competition — 
Giving You Ulcers ? 


Investigate Anico’s new 
ES 100 EXECUTIVE SPECIAL 
$25,000 Minimum Policy Plan 


Competitive Rates & Values 


(all ages 0 thru 70) 


Rates & Values per $1,000 
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STANDARD AND SUBSTANDARD 





Family Policy. 

$10,000 minimum special. 
$25,000 minimum special. 
Life with Family Income 
to age 65. 

Income Conversion Rider. 
Annuities. 





ANICO SALES LEADERS 





All forms of A&H. 
Complete line of 

mortgage protection. 
Pre-Authorized Check plan. 
Gtd. Issue on Pension and 
Profit-Sharing plans. 
‘Family Income Term Policy. 








Openings everywhere in territory for 
REPRESENTATIVES, BROKERS, SPECIAL BROKERS 


Inquiries about these or other openings for 
those with special qualifications and experience will receive 
prompt attention and answer. For information address: 


COORDINATOR OF SALES 


AMERICAN NATIONAL 
INSURANCE Co. 


GALVESTON, TEXAS 


OVER 4 BILLIONS OF INSURANCE IN FORCE 


requiring fire insurance companies 
(not incorporated by a statute of 
Upper or Lower Canada) to obtain 
a license from the Finance Minister 
of the province of Canada, and in 
1865 there was enacted legislation 
to secure for wives and children the 
benefit of insurances on the lives 
of their husbands and parents. It 
follows that when Canada was con- 
stituted in 1867 there were already 
in existence insurance corporations 
and insurance laws in most of the 
provinces. 

The original federal act of 1868 
did not provide for the appointment 
of a Superintendent of Insurance 
but it did require companies to file 
with the Minister certain rudimen- 
tary forms of annual statement. 
Probably the most sought after and 
least frequently found insurance 
book in Canada is the bound volume 
entitled “Statements of Insurance 
Companies, 1868-74" that repro- 
duces these early statements. I have 
one of the few existing copies of 
this volume in my hands as I write. 
The first published statements all 
appear to relate to the calendar 
year 1869. 

During the intervening 
these annual reports of the federal 
Superintendent of Insurance, fa- 
miliarly known the “Blue 
Books,” have been published regu- 
larly and today constitute a unique 
record and history of the develop- 
ments of the business of insurance 
(all classes) in Canada. 

There was $35,680,082.00 of life 
insurance in force in Canada at the 


years 


as 


"We're awarding you the Gold Sputnik 
. .. your insurance sales have been ‘out of 
this world'!"' 
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end of 1869 (according to the first 
government records). At the end 
of 1957 Canadian families owned 
more than $35 billion of life insur- 
ance. 

The average amount of life in- 
surance owned per policyholder had 
risen to $4,650.00 by the end of 
1957. 

In 1940 and again in 1945 group 
insurance represented about 11 per 
cent of the total life insurance in 
force. In 1957 group insurance 
constituted 28 per cent of the to- 
tal, while ordinary’ insurance 
equalled 67 per cent and industrial 
5 per cent. 

At the end of 1957, 80 per cent 
of the group life insurance in force 
was on groups of employees, 7 per 
cent covered members of unions 
and associations, and 8 per cent 
insured individuals who had _ bor- 
rowed from banks and credit agen- 


c1es. 


74% Participating 


Of the total of all life insurance 
in Canada at the end of 1957, 74 
per cent had been issued on partici- 
pating plans and 26 per cent on 
non-participating plans. 

In 1925, 71 per cent of the 
amount of life insurance purchased 
by individuals was on a life plan, 
24 per cent on an endowment plan 
and 5 per cent on a term plan. The 
corresponding figures for 1957 were 
48 per cent life, 15 per cent endow- 
ment, and 37 per cent term or tem- 
porary term additions to amounts 
insured. This latter category re- 
flects the development of family 
income, mortgage redemption and 
other special policies which com- 
bined term with permanent forms 
of insurance. The total purchase 
on all plans in 1957 was $5.3. bil- 
lion—an all-time high. 

At the end of 1957, 76 active, 
federally-registered companies and 
17 provincially licensed companies 
were serving Canadians. 

Of the life insurance in force 
abroad with Canadian companies 
69 per cent was on the lives of the 
policyholders in the United States 
and 15 per cent on persons in the 
British Isles. Of the remainder, 5 
per cent is in Asia, 4 per cent in 
Africa, and 7 per cent in the Car- 
ibbean and Latin-American coun- 
tries. 
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NUMBER ONE IN A SERIES ON “UNDERSTANDING INSURANCE” 


(Reprints available in folder form) 


Agency Service 


Insurance protection as we know it today in this coun- 
try would not be possible without the services of the 
independent local insurance agent. In some communi- 
ties property owners would be able to obtain protection 
only with difficulty. 


The local agent must be many men in one. He must 
be, first of all, a merchant. He operates what is essen- 
tially a department store of coverages. From his wide 
inventory, he must be able to select the precise cover- 
age the purchaser needs—anywhere, any time. 


The local agent must be a counselor. He must analyze 
many complex factors and develop custom-tailored pro- 
tection for his clients, promptly and economically. 


The local agent is a trustee of the insurance buyer’s 
interests. He must be an alert, dependable spokesman 
for those interests when a loss occurs. And the com- 
panies he represents respect this trusteeship. 


Because he is independent, committed financially to 
no single organization, the local agent can advance his 
clients’ interests vigorously and boldly at all times. 


Agency service means that the insurance buyer's pro- 
tection needs will be handled efficiently, economically 


and with complete integrity. 


THE LONDON GROUP 


THE LONDON ASSURANCE + THE MANHATTAN FIRE & MARINE 
GUARANTEE INSURANCE COMPANY 


& 
Executive Office 


55 JOHN STREET, NEW YORK 


Regional and Branch Offices 
SAN FRANCISCO « LOS ANGELES « CHICAGO « INDIANAPOLIS 
RICHMOND « LANSING 














Growth of Life Agent 


Continued from page 37 


reaches his highest peak of indis- 
pensability in our industry. A life 
insurance man is a unique sales- 
man. 

He sells what is often referred to 
as an intangible. By that we mean 
that when a man buys our product 
he provides not only for the needs 
of his family today but he provides 
for his needs and the needs of his 
family for all the years to come. So 
a life insurance agent sells a prod- 
uct which has to do with dreams, 
and hopes, and their realization. A 
life insurance agent helps to create 
good dreams and also provides for 
their realization. As John Todd has 
said, “I get a thrill out of influenc- 
ing men’s minds to sound conclu- 
sions for their benefit.’ 

Well, there it is. In my opinion 
the agent is, and will continue to be 
the one indispensable factor in the 
growth of our industry—past, 
present, and future. 

The corollary to that proposition 
is that we must continue to recruit 
and train future John Todds with 
a dedication and zeal commensurate 


insurance organization is like an 
army. A never-ending supply of 
new red blood is essential to its life. 
New soldiers become old soldiers, 
and old soldiers become generals. 
Who ever won a war or even a bat- 
tle with an army of generals? 

Now what about the growth of 
our army of field agents? Growth 
is of two kinds—size and capacity. 
Some call it quality and quantity. 

It would seem trite to say that 
we should continue to strive for 
quality. But again we should be 
careful to keep in mind what we 
mean by quality. The best agent is 
not always the largest producer, 
nor the most clever, nor the most 
plausible. Some of the _ biggest 
crooks I have ever known in this 
business were the most clever. 
Often they were large producers, 
they had all the degrees, they be- 
longed to all the leaders groups— 
but they were not good for the in- 
dustry, and often we tolerated them 
only because they secured a large 
volume—and how we love volume! 

It is my opinion that our induc- 
tion process could be improved. It 
is also my opinion that our train- 
ing facilities are at the moment 
pretty adequate—just as our train- 
ing processes for other professions 
are reasonably adequate. That is to 
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"I'm giving up coffee on the advice of 


my manager!" 
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techniques are very good indeed. Of 
course, we shall constantly seek for 
improvements and refinements of 
our curricula and techniques, but 
we have reason to point with pride 
to our formal educational achieve- 
ment if we confine our appraisal to 
that criteria. 


Promote the Thrill 


It is my opinion, however, that 
in general our training falls short 
in interpreting the thrill that is in- 
herent in selling life insurance. 
Again we need a big injection of 
the thing of which John Todd 
speaks when he says: “T get a thrill 
out of influencing men’s minds to 
sound conclusions for their bene- 
fit.’ If any formal training course 
contains an adequate consideration 
of the inculcation of that element— 
it has escaped me. 

Just one more thought before we 
leave the subject of the continuing 
growth of the field forces. On the 
whole, I think the growth of our 
field forces from both the stand- 
point of quality and quantity is 
quite satisfactory. I like the looks 
of our field forces pretty well, and 
I think I know them as well as any- 
one in the industry. It is my busi- 
ness to mingle with insurance field 
men often and intimately, and, on 
the whole, I am mighty proud of 
them. 

I wish we could find some method 
of induction that would put us in a 
more favorable competitive posi: 
tion with other industries. As yet 
we just can’t offer to the new re- 
cruit as attractive and secure a 
proposition as General Electric, 
Eastman Kodak, or General Motors. 
And, believe me, I don’t know the 
answer to that problem. If I did I 
would be demonstrating the an- 
swer, not writing about it. 

I firmly believe in the commis- 
sion method of compensation be- 
cause it offers the incentive for do- 
ing an outstanding job, but our 
ordinary companies have not yet 
demonstrated a smooth, efficient 
method at the point of induction. 
Have the debit companies come 
closest to solving this problem? Or, 
as some suggest, is the answer 
through the general insurance 
route? I don’t know. I wish I did, 
because I have been worrying about 
this problem for over thirty years. 
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As I take another look at the sub- ; gm 
ject on which we started this verbal | 

excursion, I feel I have treated the 
subject exceedingly inadequately. 


Agents Everywhere cee 





Let me sum up my thinking about 
the matter—as I see it. 
Considering our expanding and 
dynamic economy, it seems to me 
that the future for the competent 
agent is almost limitless. Families 
will continue to increase. Fathers 
and mothers still love little boys 
and girls. They will want to find 
some instrumentality by which 
they can provide for those whom 
they love whether or not death or 
disability intervenes. The oppor- 
tunity to offer the miracle of life 
insurance as the device by which 
the uncertain may be made certain 
and the assurance that economic 
immortality may be guaranteed will 
multiply as human families mul- 










INSURANCE COMPANIES 


PITTSBURGH * 


Have selected 
National Union 
Insurance Companies 
for excellent service, 
attention to details, 


and prompt action. 
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tiply. 

As long as good men love good 
women and little boys and girls, | 
there will be a need for teachers | 
of thrift, protection, and personal | 
responsibility. And as long as there 
are teachers who teach the 
good tidings of life insurance and 
as long as there are honest sales- 
men who continue to make decent | 
men see visions and dream dreams | 


can 


2 


and seek the moral right to even 
die if needs be—just so long will | 
there be a glorious opportunity for 
the adequately trained, conscien- | 
tious, dedicated life insurance | 
agent. And he can dare all hell to 
take his job (his ministry) away 
from him! 





Booth, Potter, Seal & Co. 


Public Ledger 
Building 


Philadelphia 6, Pa. 
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Our Golden Anniversary Year 


EMPIRE LIFE AND ACCIDENT 
INSURANCE COMPANY 


‘ 
Home Office, Empire Life Building 
Indianapolis 7, Indiana 


Over 143 Million of Life Insurance in force in the 


State of Indiana. Millions Paid to Living Policy- 


holders and Beneficiaries 
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Continued from page 27 


“independent security” for the 
American people. 


Our roots go deep 
P , Trend toward “Packaging” 
into the life of 


nsurance That the pressure for inclusive 











New England insurance protection exists is evi- 

Company e dent in every area of our business. 
INCORPORATED 1891 It can be seen in the phenomenal 

popularity of the so-called “family 

c ) policy” in the life insurance field. 
ba bf It is responsible for the tremendous 
BOSTON MUTUAL LIFE INSURANCE COMPANY ens SF Se ee 
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it has resulted not only in a widen- 
ing of the market, but a broadening 
of contracts to include new forms 
of coverage. Perhaps the most clas- 
sical example is in the area of prop- 
Consulting Actuaries erty insurance, where “packaging” 
55 Broadway, New Yerk 6, N. Y. of one types of phen has 
accomplished a quiet revolution in 
HAnover 2-5840 our concepts of underwriting and 
rating. 
As yet, however, we have pre- 
sented only short-range tactical 
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is vag : | solutions to what is a broad, all- 
mer Mink Co" eg encompassing problem. We must 
er . " LIFE WITH : | do far more to bring real unity to 
PROVIDENT | the diversity of our offerings. Ur- 
f gent problems in certain areas, 
such as automobile bodily injury, 
have temporarily diverted us from 
INSUREability Insures Sales this task. Ultimately, however, we 
| must bring our experience, our fa- 
Provident’s INSUREability provision guarantees 
the client a right to buy as much as five times the oo emnenrneecram 
amount of his original purchase —an additional 
$125,000, depending upon age—all at standard 
rates and regardless of his health. INSUREability 
is a strong extra incentive for the prospect to buy 
now—and a continuing incentive for him to buy 
again on his future option dates. This new fea- 
ture guarantees standard life insurance for the 
client—and provides “‘sales insurance” for the life 
insurance salesman. 
BROKERAGE BUSINESS INVITED 
PROVIDENT LIFE & ACCIDENT INSURAN 
Pe NSU ANCE COMPANY 
I LIFE ACCIDENT SICKNESS HOSPITAL SURGICAL MEDICAL 
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cilities, and our resources to bear 
on the challenge of affording people 
a reasonable measure of protection 
against their most common haz- 
ards. 

This may sound like a visionary 
goal. We have, however, taken im- 
portant steps already towards ac- 
complishing it. The packaging con- 
cept is being extended and its ac- 
ceptance is no longer in question. 
In order to make feasible the larger 
premium arising through combina- 
tion purchasing, several companies 
have developed monthly payment 
plans. The trend towards one-stop, 
multiple-line merchandising is re- 
flected in the dramatic increase of 
companies who are extending their 
offerings into other fields, and in 
the dramatic expansion of multiple- 
line activities on the agency level. 
The public, through company and 
agent advertising and promotion, 
is being educated to think in terms 
of plans and programs rather than 
policies. The agent, himself, is ex- 
tending the programming concept 
into the property lines, where pre- 
viously it had been almost exclu- 
sively a tool of the life counsellor. 


Much to Be Done 


Although important foundation 
stones of “independent security”’ 
have already been set in place, 
there is still much to be done. 
Security is far more than reim- 
bursement for loss. It also involves 
the cultivation of attitudes which 
lead to conservation of property, 
and prevention of loss. One of the 
greatest barriers to the attainment 
of “independent security” is the 
recent glaring record of public ir- 
responsibility, especially on the 
highway. 

Continued on page 114 
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DONT GAMBLE 
On YOUR FUTURE’ 


See Federal Life’s SECURED INCOME PLAN, the most competi- 
tive policy in the insurance field today. The SIP combines 
Life and Accident and Health Insurance into one package. A 
flexible plan for every budget. 


WRITE TO: 





Federal Life Insurance Co. 
6100 North Cicero Avenue . Chicago 46, Illinois 
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Frank E. Gerry 


MILES M. DAWSON & SON, INC. 


Consulting Actuaries 


1014 Hope Street 
Springdale, Conn. 











——— A HELPING HAND when the going gots ROUGH! 


Whenever the pace gets a little rough and a fellow needs some help, our 


Agents know they'll get our cooperation —100%! Northern Assurance has 





been an Agency Company for over 100 years. 





The NORTHERN ASSURANCE has provided 
reliable insurance protection for over 120 years. 
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= hk increase in 
/' vetail sales 


During the past ten years, retail sales 
within the eleven Southern states 
served by Life of Georgia have increased 
if 98.7%. This rate of increase is 38.2 taf 
0 greater than the rate of increase 
for the nation as a whole. 


LIFE Sue 


OF GEORGIA 


SERVING THIS FAST-GROWING 
REGION SINCE 1891 
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Our Role: 
Independent Security 


Continued from page 113 


It has become a truism that the 
automobile is the central symbol 
of our American way of life. It 
is a value and a possession for 
which every segment of our society 
strives. Yet, in recent years, while 
its possession has provided a mea- 
sure of psychological security, its 
operation has brought increasing 
devastation and suffering. The 
public attitudes which have brought 
about the present crisis in auto- 
mobile insurance must be changed 
before “independent security” can 
become a reality. 


Up to Drivers, Voters 


Undoubtedly, there are going to 
be increasing pressures on the com- 
panies for a reappraisal of their 
underwriting and rating policies. 
These are only a part of the prob- 
lem’s solution, however. While there 
is room for vision and imagination 
on the part of the companies in 
their approach to these aspects, the 
fundamental answer lies in the 
hands of the driving and voting 
public. 

True security cannot be realized 
until public indignation results in 
strict enforcement of automobile 
regulations, and the elimination 
from the highways of those who 
are not properly qualified to oper- 
ate an automobile. This goes far 
beyond the simple licensing exami- 
nation now required in most states. 
It means constant and vigilant 
guard against those whose records 
indicate a repeated irresponsibility 
in the operation of an automobile. 

A change in public attitudes will 
also have to be effected in the area 
of claim settlements. Fair and equi- 
table rates must of necessity re- 
flect a pattern of fair and equi- 
table settlements. Losses incurred 
through automobile accidents add 
up to a monumental sum of human 
waste and destruction of property. 
If this area of loss is to be placed 
within the framework of “inde- 
pendent security,” it must be 
brought under control before it can 
be integrated into a program of 
comprehensive protection. 


THE SPECTATOR 





As the demand tor security 
grows, the cry for governmental 
welfare will be heard throughout 
the land. This is a highly danger- 
ous prospect, and one which is, in 
the long run, economically unsound 
and weakening to the fabric of so- 
ciety. Our industry will have to 
prove that it render even more 
efficient the machinery of its op- 
erations, so that it can reach the 
widest possible market with the 
broadest possible coverage at the 
lowest possible cost. 

This should be a challenge and 
incentive to the insurance agent 
as well. During the next fifty 
years, the American Agency Sys- 
tem will meet its greatest tests. We 
will need many times the force 
available to us today. These men 
and women will have to be trained 
and experienced to a far greater 
degree in satisfying multiple needs 
of both families and businesses. 


Electronics Aid Packaging 


Through automation and the ap- 
plication of electronics systems to 
our operations, the ultimate cost 
of handling our business should be 
reduced. The increased speed of 
processing a variety of complex 
details should make even more 
practical the consolidation of cov- 
erages and the packaging of forms. 
It is, perhaps, not too visionary to 
look ahead to the day when most 
American families will, through a 
single policy, be able to protect 
the values of life, income, home 
and automobile in amounts that 
will spell security, and with a free- 
dom of selection which will pre- 
serve independence. 

It is good that we proceed with 
caution. The very nature of our 
business stresses conservatism in 
the best sense of the word. But 
in the future, the insurance in- 
dustry will be serving millions 
more people than today. It will be 
fulfilling needs throughout a far 
greater economic range than at 
present. It may well be the most 
important single force in maintain- 
ing our American balance between 
freedom and welfare. We must pre- 
pare ourselves now to serve the 
great popular need for “indepen- 
dent security,” which seems des- 
tined to grow and strengthen in the 
years ahead. 
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FOR THE LAWYER 


. . 4 current pamphlet describes the methods 
used by our agents to fully protect the attorney 


from loss. Six steps are explained 
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Ohio Farmers Companies 


OHIO FARMERS INSURANCE COMPANY 
OHIO FARMERS INDEMNITY COMPANY 


Le Roy, Ohio 
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A Truly American Way 
of Saving 


Personal insurance is a truly American way of 
saving, for every sale works three ways—providing 
a comfortable living for the salesman, safeguarding 
the family security, and helping stabilize the Ameri- 
can dollar. 


Plan (and Grow) with Security” 


For territorial openings—write E. A. Frerichs, CLU, 
Vice President and Agency Director 


THE SECURITY MUTUAL LIFE INSURANCE COMPANY 


Lincoln, Nebraska 








After Office Hours 


Continued from page 67 


on. On the other hand, after mil- 
lions of published words, I’ve 
never been successfully sued for 
libel, nor been forced to print, to 
my recollection, a major retraction. 

Mr. Smith himself was the per- 
petrator of an understandable error 
in connection with THE SPECTA- 
TOR’S 60th Anniversary Issue. He 
elected to call it the 
Jubilee 


Diamond 
ordered an 
elaborate cover design featuring 
diamonds as the motif. Tom Cullen, 
as usual, was the one to muster 
the courage to tell the Old Man he 
thought he was wrong—that only 
the 75th anniversary was_ usually 
so designated. “It’s too late to 
change it now,” said Mr. Smith 
airily. Mr. Smith’s own age was 
then approaching 75. We all knew 
he was determined that THE SPEC- 
TATOR’S Diamond Jubilee should 
not take place without his mortal 
presence. We didn’t begrudge him 
his fifteen-year adjustment. 

The next year, Mr. Smith sold 
his controlling interest in THE 
SPECTATOR to the Chilton Co., and 
Tom Cullen was formally appointed 
to the post of editor-in-chief. Un- 
less I am mistaken, Mr. Cullen is 
only the fourth editor-in-chief in 
THE SPECTATOR’S ninety-year his- 
tory—a remarkable record of con- 
tinuity. I know that when I was 
named managing editor in 1935, | 
was only the fifth man to hold that 
post up to that time. 

I hope I can get past the editor’s 
blue-pencil with at least a line or 


Issue, and 


Photo courtesy of Guy Fergason 


SPECTATOR Editor T. J. V. Cullen (left) is caught in an informal pose at a 
convention last year with two friends who write about him on page 20. They 
are Clarence Axman, editor of "The Eastern Underwriter," (center) and Levering 
Cartwright, who spent many years with the "National Underwriter." 


two about Thomas J. V. Cullen and 
his background. When he entered 
Fordham University at age four- 
teen, he was still wearing knicker- 
bockers, and the Prefect made him 
live in the Preparatory School 
dormitory during his Freshman 
year. He was graduated with honors 
in a remarkable class that included 
such later luminaries as “Dad” 
White, the great Amherst football 
coach, Joe McKee, the brilliant 
mayor of New York City, and 
Francis Cardinal Spellman of the 
Arch-Diocese of New York. 
Before joining THE SPECTATOR, 
Cullen taught Latin in New York 
State high schools, which accounts 
for that fine Ciceronian ring to his 
editorials. But apart from being 
a trenchant writer, he had a philo- 
sophical bent of mind which en- 
abled him to search out and reveal 
the philosophy, as well as the eco- 





AUTO LIABILITY (B. I.) PREMIUMS 
WRITTEN AND LOSSES PAID (1926-1956) 
{In Thousands] 


NUMBER OF 

YEAR COMPANIES 

1956 All Companies. . 

1953. = All Companies. . 

1950 =All Companies... 

1947 All Companies... 

1944 315 Casualty Companies 

1941 314 Casualty Companies 

1938 310 Casualty Companies 

1935 All New York Companies* 

1932 All New York Companies* 

1929 All New York Stock Companies° 
1926 All New York Stock Companies° 


® Stock and mutual casualty companies licensed in New York. 
» Premiums earned. 
° Stock casualty companies licensed in New York. 


Sources 
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PREMIUMS 
WRITTEN 
$1,894,775 

1,562,271 
955,988 
683 ,931 
323 , 758 
345,816 
294 , 868 
187,679» 
198,097" 
169,292» 
113,587» 


LOSSES 
PAID RATIO 
$980,092 51.7 
661 ,078 42.3 
406 ,253 42.5 
260,894 38.1 
117,913 36.4 
136,791 39.6 
124,945 42.4 
107,719 57.4 
107,783 54.4 
93 , 333 55.1 
59,057 52.0 
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nomics, of insurance. And, of 
course, he has a unique flair for 
figures—for humanizing them— 
and he has made many original 
and far-reaching contributions to 
present-day methods of analyzing 
insurance company statements, and 
insurance statistics generally. I 
think few would quarrel with the 
statement that in the annals of 
modern journalism Clarence Axman 
has been the greatest reporter, 
Thomas J. V. Cullen the greatest 
interpreter of insurance to the in- 
dustry itself and to the public. 

As a final note, let me return to 
Arthur L. J. Smith, lest my sketch 
of him appear unduly harsh. For 
some years after his retirement, 
he remained as a director of the 
U.B.P., later Chilton Co., and in 
his visits with his former em- 
ployees, he was very mellow and 
ingratiating indeed. One day he did 
me the honor of inviting me to 
collaborate on his obituary. We did 
the job in brisk, professional fash- 
ion, and without—on his part, at 
any rate—the slightest show of 
emotion. He then asked Tom Cullen 
to perform the final editing, and 
said, “‘Tom, I now put this in your 
keeping. Upon my death, please see 
that copies are sent to the New 
York Times and the New York 
Herald-Tribune.” In February, 
1948, Tom Cullen carried out his 
last assignment from A. L. J. 
Smith. But this issue, and all sub- 
sequent anniversary issues of THE 
SPECTATOR, will continue to be a 
testament to him. 
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A Tribute from Friends 


Clarence Axman 


the Cardinal was to do so through 
Tom Cullen. That was done and the 
consent of the Cardinal was readily 
given. ALC furnished the private 
airplane which took His Eminence 
to Chicago along with an escort in- 
cluding Mr. Lloyd, Harry Hagerty, 
financial vice president of Metro- 
politan Life, a Vatican chamber- 
lain. 

Many of the convention leaders 
in the insurance field do not know 
what an asset Tom Cullen can be in 
injecting human interest in con- 
ventions because his non-exhibition- 
ism will not permit him to volunteer 
to set people straight on personali- 
ties and events which he hears dis- 
cussed in around the 
dinner table. Tom stays in the 
background, would not walk five 
feet across a hotel lobby to meet 
a celebrity unless he is on a news 
quest. But at numerous insurance 
luncheons and in lobby conversa- 
tion, where Tom is present with a 
quizzical smile listening to people 
sound off on public figures, I have 
asked the chairman or conversation 
leader in the lobby to solicit Tom’s 
views. If asked, he obliges. One 


lobbies or 


such occasion was a debate about 
Harry Truman. It was getting no- 
where. I asked the toastmaster— 
it was a luncheon—to solicit the 
lowdown from Tom which he gave. 
Suddenly that luncheon became 
alive and fascinating. 

Tom is not keen on attending 
banquets. He lives in Chester, N. Y., 
a few miles from Goshen where the 
most famed trotting and pacing 
harness matches are held—and he 
is an expert on those races, too. He 
does not stay at a hotel but after 
the banquet takes a bus for his 
Chester home. Tom owns a coun- 
try newspaper. He also has a farm 
which a German couple run for him. 


In his capacity as a Democratic: 


leader he spends a part of Satur- 
day afternoons and Sunday receiv- 
ing visits from constituents. Unless 
his wife, who is a fine cook, is using 
the kitchen, that is where Tom con- 
fers with these visitors. Inciden- 
tally, not far from his home is 
Tuxedo Park where many well 
known families live. Tom is quite 
a family man. Of his five children 
two of his daughters attended Dub- 
lin University. 

Tom owns an insurance agency 
in Goshen which is now run by his 


Continued from pages 20, 21 


son Tom, Jr. Once he was proprie- 
tor of two weekly papers near his 
home. He sold one and the one he 
kept is the Sullivan County Record. 

Probably no one in the newspaper 
business is better acquainted than 
Tom with the history of Tuxedo 
Park, 15 miles from Chester, and 
its famous families — the Lor- 
rilards, Goelets, Mitchells and Bak- 
ers. A Tuxedo resident is Con- 
gressman Katharine St. 
The late George F. Baker of Tux- 
edo Park was richest man in New 
York. Governor Harriman does not 
live in Tuxedo Park but just out- 
side its periphery. Tom has been 
a close friend of the Governor. 

I should not conclude this sketch 
without commenting on the family 
life of the Cullens, a very happy 
family indeed. Mr. and Mrs. Cul- 
len, whose Chester home is a cen- 
so old, have five children 
They are 


George. 


tury or 
and ten grandchildren. 
Susanne, now a regional director of 
young people’s division of New 
York public library, and Mary Rose, 
now doing cancer research at 
Charles F. Pfizer. Kathleen has five 
children. Dick is a truck farmer 
and, as above stated, Tom, Jr., is 
running the insurance agency. 





Levering Cartwright 


heard it all. One day while visiting 
him in his office, he got stiffed into 
a telephone conversation that lasted 
for half an hour or more. I knew 
it was important and Tom satis- 
fied my curiosity by telling me it 
was a highly important man in 
political life. This man thought he 
had been given an iron clad prom- 
ise of preferment to a key spot by 
his party. He felt it was in the 
bag. But he had just been dumped, 
and his first call was to Tom Cullen. 

Tom gave this man down-to- 
earth advice based on his honest 
reactions and founded, of course, 
on his thorough knowledge of the 
matters in hand. He might have 
offered a perfunctory crying towel 
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and kissed the problem off, but in- 
stead he enveloped the problem and 
treated it with genuine concern. 


Always the Truth 


Later Tom said to me that he 
supposed such people came to him 
because he had always pursued the 
policy of telling the truth. “Then,” 
he said, “I never have to remember 
what I said.” In the devious web 
of politics a Tom Cullen stands out 
like a lighthouse, and over these 
many years Tom has helped to re- 
solve thousands of political snarls. 

Tom has much of the forthright- 
ness and trust in the straight an- 
swer that is found among actuaries. 
I guess he isn’t a real, genuine, 


gold braid actuary like you get 
from Scotland or University of 
Michigan, but many of his years 
have been consumed with statistics, 
so let’s call him an actuary anyway. 

Insurance journal editors take 
pride in the fact that one of their 
brothers has attained to such a 
summit position as director of 
Western & Southern Life. His good 
sense and insurance and political 
knowledge are highly valued on 
that board. One of my regrets on 
becoming an ex-editor is that I see 
less of Tom Cullen than I did for 
the past thirty years. 

I hope you will ask me to brag 
about him again when THE SPEc- 
TATOR has its hundredth birthday. 





Pension Fund Tax 


Continued from page 33 


come tax. On the other hand, if 
the plan is insured, the pension 
funds are depleted by the Federal 
income tax imposed on the life in- 
surance company. The discrimina- 
tion is further enhanced by the 
fact that when the large employer 
deposits his funds with the corpo- 
rate trustee he further escapes the 
heavy taxation which the small em- 
ployer must pay because his insur- 
ance company must in many states 
pay a state premium tax on every 
dollar of contribution which the 
small employer makes to the plan. 
Is it any wonder that this discrim- 
ination is causing a rapid shift of 
these funds to trust companies?” 

The following amplification of 
the points made by Mr. Davis 
should provide a better understand- 
ing of this serious insurance in- 
dustry problem. 

I. Impact of tax discrimination 
on pension costs. A 7.8% tax on in- 
estment income of life insurance 
companies, which was the rate ap- 
licable to 1957 under the Mills law, 
reduces the net rate of return: 

Rate Net Reduc- 
of Earnings tion in Rate 

Before Tax After Tax of Earnings 

3.50% 3.23% 0.27% 
0.29% 
0.31% 

It is generally recognized that, 
for a typical pension plan, a varia- 
tion of one-fourth of 1 per cent in 
the rate of interest (i.e., 0.25%) 
will produce a differential of 6 or 
7° in the long-run cost of the plan. 
Based on an average investment 
period of 25 years involving the 
accumulation of contributions and 
distribution of pension benefits, the 
additional contributions required to 
offset the reduction in earnings due 
to taxes at the present rate are: 

Net Earnings 
Before Tax 


3.50% 


Q 756 
3.40% 


4.00% 

The current rate of earnings be- 
fore tax of most insurance compa- 
nies is 3.50% to 4.0%. Hence, the 
effect of the Federal income tax, 
compared with a tax-exempt trust 
enjoying the same rate of earnings 
before tax, is to increase the cost 
of insured plans by 6.7% to 7.7%! 
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Expenses under insured plans 
(other than Federal income tax), 
including state premium taxes and 
agents’ commissions, range from 
about 1% of contributions on a 
very large case to 10 or 12%% of 
contributions on a very small case. 
For group annuity contracts cov- 
ering 200 to 500 lives—a typical 
insured plan—expenses may range 
from 5% to 2% of contributions. 

The grossly disproportionate re- 
lationship of this discriminatory 
tax to all other expenses is vividly 
evident! 

The following table shows that 
in recent years the difference in 
earnings between insured pension 
funds and trusteed pension funds is 
almost entirely accounted for by 
the discriminatory Federal tax. 


will be 43% in 1965. 

As to reserves, we find from these 
same sources that in 1950 reserves 
under insured plans were 93% of 
reserves under trusteed plans, but 
in 1956 this ratio had dropped to 
70%. Also, the projection indicates 
a further drop to 51% by 1965. 

III. Impact of tax discrimination 
on small business. The pension ser- 
vice of life companies is much more 
popular with small and medium 
sized businesses than with the 
larger business organizations. Jn 
its Survey of Corporate Pension 
Funds, the Securities and Exchange 
Commission found from sample 
data that “smaller sized businesses 
have proportionately more plans of 
the insured type than do the larger 
companies.” In a study of plans 


Rate of Investment Return 


Life Insurance Companies 


After Federal 
Year Income Tax 
1951 2.98% 


1952 3.0 
, 
> 


1953 lf 
1954 24 
1955 28 
1956 3 


« o 
1957 3.44 


Source: 


II. Shift of pension business 
from insured to trusteed basis. The 
use of a trust fund as a funding 
vehicle has become increasingly 
popular with employers mainly be- 
cause of the expected higher rate 
of investment return. It is obvious 
that the Federal income tax dis- 
crimination plays a major role. 

The switch of existing plans from 
the insured to the trusteed basis 
has resulted in an accumulated loss 
of group annuity premium income 
by life insurance companies 
through 1957 amounting to about 
one-half billion dollars and an ex- 
pected continuing loss of over $200 
million annually. 

Based upon statistics appearing 
in the Social Security Bulletin of 


Additional Contributions, as Percentage, 


Required to Offset Tax 
6.7% 
March 1958 the ratio of contribu- 
tions under insured plans to con- 
tributions under trusteed plans was 
81% in 1950 and had dropped to 
53% in 1956. Based on projections 
of present trends made by the 
Chief Economist of the Securities 
Exchange Commission, this ratio 


Before Federal 


Tax Exempt 
Corporate Pension 
Income Tax Funds 

3.18% 3.09% 

3.28 3.26 

3.36 

3.46 

3.51 

3.63 3.68 


3.75 3.84 


Institute of Life Insurance and Securities and Exchange Commission. 


covering as many as 1500 em- 
ployees in New York State, the 
State of New York Department of 
Labor found that “more than two- 
thirds of all plans covered by the 
study put the pension fund contri- 
butions into a trust fund, one-sixth 
use insurance companies, and one- 
eighth use both a trust and insur- 
ance.” 

According to the Life Insurance 
Fact Book the average number of 
lives under group annuity contract 
is about 700 and under individual 
policy pension trusts is about 40. 
In contrast, about 4,000 is the aver- 
age number of lives covered under 
643 plans which are trusteed with 
New York banks, as reported by 
the State Banking Department. 

An analysis of the kind of pen- 
sion service which an insurance 
company furnishes indicate why 
small business needs such service. 

Under a trusteed plan, the em- 
ployer is solely responsible for the 
successful operation of the plan. 
Although he engages the special- 
ized services of the consulting ac- 
tuary, the bank as trustee, and the 
tax lawyer, none of these special- 
ists is or can be responsible for the 
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adequacy of funds to support the 
benefits promised by the plan. The 
successful operation of a trusteed 
plan can, in many circumstances, 
depend upon the continued exis- 
tence of the employer. The inade- 
quacy of contributions may not be- 
come known or recognized for 
many, many years. Even though 
contributions may be soundly de- 
termined by actuarial principles, a 
sufficient number of lives and a 
sufficiently long period of operation 
are necessary to permit the law of 
averages to operate—a law on 
which the actuarial determinations 
depend. The officers of a small busi- 
ness are least likely to have the 
time and talent required to fulfill 
the employer’s responsibilities of a 
trusteed plan. A small pension fund 
will entail relatively high invest- 
ment expenses and may not pro- 
vide adequate latitude for proper 
diversification of investments. 

Life insurance companies provide 
a unique and necessary service by 
which small employer can secure: 

(a) guarantees of the adequacy 
of funding with no risk as to fail- 
ure of law of averages to operate: 

(b) the benefit of an investment 
activity with opportunities for wide 
diversification and low expense: 

(c) an assurance that benefits 
accrued to date are adequately 
funded even though the employer 
should go out of business; 

(d) an assurance that 
pensions vested in 
(portable pensions) will be secure 
and will not depend upon the em- 
ployer always being in existence to 
provide such benefits; and 

(e) a further element of secu- 
rity in that payment of future 
benefits does not depend upon the 
adequacy of a particular trust. 


paid-up 
ex-employees 


In view of the virtual necessity 
of the small employer using the 
services of the life company, the 
Federal income tax discrimination 
as to “qualified” pension plans falls 
with special force upon the small 
employer. His only alternative is a 
risky venture for which he is un- 
qualified. This situation cannot be 
said to be consistent with sound 
public policy. 

IV. The impact of pension fund 
tax discrimination can fall upon 
persons with lower income. A sec- 
tion 401 qualified pension plan cer- 


July 1958 


tainly should not discriminate in 
favor of higher paid persons. In 
the very nature of things, the vast 
majority of funds under private 
pension plans support benefits for 
persons with lower income. The 
average pension being paid is less 
than $100 a month. Other things 
being equal, the Federal income tax 
on insured funds reduces the pen- 
sion purchasing power of the em- 
ployer’s contributions 6.7% to 
7.7%. Where employer contribu- 
tions are fixed by union agreement 
or where the employer under a uni- 
lateral plan has only so much money 
to devote to pensions, the amount 
that can be provided under an in- 
sured plan will be 6.7% to 7.7% 
less than tax-free trusteed plan. 

Under these circumstances, it is 
clear that the tax discrimination 
falls mainly upon with 
lower income. This situation can- 
not be.accepted as conforming to 
sound public policy. 


persons 


Benefit to Employers 


V. Impact on federal revenues of 
removal of pension fund tax dis- 
crimination. If life company opera- 
tions devoted to “qualified” pension 
plans are made _ tax-exempt by 
amendment of Section 401 or 501, 
the normal company 
mode of functioning will result in 
this financial benefit being passed 
on to the class of contractholders 
involved. In the group annuity 
field, it is the common practice to 
make detailed financial reports to 
each employer with respect to ex- 
penses, investment 
benefit payments, and to demon- 
strate the method of determining 
dividends or rate credits. These 
reports may be reviewed by outside 


insurance 


earnings and 


consultants retained by employer. 
The mutual principles of insur- 
ance company operation under state 
supervision, competition with other 
insurance companies and_ bank 
trustees, and the vital and search- 
ing interest of the employer are all 
factors which together provide real 
assurance that the benefit of tax- 
exemption will inure to the class 
of contractholders entitled to it. 
Tax exemption by amendment of 
Section 401 or 501 will reduce the 
taxes paid by life insurance com- 
panies, but revenues will be in- 
creased as a result of a decrease in 


deductions claimed by employers 
for pension contributions. If in- 
surance companies believed that 
they could rely upon the perma- 
nence of such tax exemption, there 
would be a powerful incentive to 
reduce their annuity purchase 
prices to a level lower than they 
would be were the present tax to 
continue. They would also find it 
proper to recommend the use of 
higher interest assumptions under 
deposit administration contracts. 
Under such circumstances, em- 
ployer contributions would be re- 
duced by operation of two factors: 
(a) inereased dividends arising 
from higher earnings on existing 
funds, and (b) lower contributions 
for new accruals of benefit in an- 
ticipation of higher earnings in the 
future. It is conceivable that the 
operation of these two _ factors 
sufficiently 
from corporations to offset a major 
part of the loss in current revenuc 
from life insurance companies. It 
is to be noted that this is not a 
shift of tax burden from life com- 
panies to other corporations. Cor- 


would increase taxes 


porations are now paying the tax 
under contracts and 
would continue to if no change 
were made in the tax law. 

VI. Possible alternative 
It is obvious that the basic discrim- 
ination discussed in this article 
would be eliminated by according 
tax exemption to that part of life 
insurance investment income aris- 
ing from qualified pension opera- 
tions. Such relief was provided in 
the original 1955 Mills bill in the 
form in which it passed the House 
This 
provision was deleted by the Sen- 


insurance 


relief. 


without a dissenting vote. 


ate Finance Committee, not on its 
merits but to avoid hearings during 
the rush of adjournment. 
Aside from relief by Congress 
through exemption of income from 
tax, there is another avenue to re- 
store life insurance to a competi- 
tive position with banks and trust 
companies. That is by state legis- 
lation authorizing a life insurance 
company to exercise trust powers in 
the limited field of pension funding. 
There would be Federal income tax 
exemption as now enjoyed by bank- 
administered trusts prior to the 
application of funds needed to pur- 
Continued on page 120 
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chase guaranteed annuities. There 
would be less rigidity in invest- 


ment avenues. Investments could 
properly be made a_ subject of 
agreement between those who es- 


tablish the trust and the insurance 
company as is now the case in plans 


_come. 


through banks and trust companies. 

From the foregoing analysis, it 
is clear that the present pension 
fund tax discrimination represents 
a great injustice which falls most 
heavily upon the small empléver 
and may, in its ultimate impact, 
hold down the amount of available 
pension for persons with lower in- 
This is an area in which a 


real benefit may be provided for 
small business and persons of lower 
income which is not a special privi- 
lege but the correction of a serious 
inequity. It is probable that cor- 
rection of the inequity by amend- 
ment of Section 401 or 501 would, 
for a period of years, have no great 
effect on net Federal revenues from 
operation of private pensions plans. 
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Eyecurive PREFERRED WHOLE Lire Poicy 


* & designed for corporate, partnership and individual 
Business Executives of discernment. 


4 ; 
Here, beyond any question of doubt, is one of the finest, most va 


beneficial, and productive Life policies available anywhere. 
+ ¥ Here, truly, is a “touch of tomorrow” in a plan available toda 


See for yourself, in these unique and exclusive 
features, why American Travelers’ Executive 


Preferred Whole Life Policy is years ahead in its field 


* A Whole Life Contract, the net cost of which, in most cases, is less than tel 
* Maximum first year cash values. # 
* Premium financing plan built into policy with a guaranteed interest rate of « 4%, 
* Level death benefit with guarantee of future insurability. . + 
* In opinion of counsel, a substantial portion of the cost presantly is tax deductible. 
« 


A Brokerage Contract with unusual Profit Sharing 
Features for men with ambition, ability, and vision. 


We consider this new American Travelers Life Policy to be s@ unusual 4 


in concept and values as to warrant a special sales division. 


We need new agents, and new-thinking agencies to handle this new kind of policy. 
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STABILITY 








FRREINSURANCE, TOO, through its basic service to the insurance 
industry, contributes to the stability of man’s business and property. 


GENERAL REINSURANCE 
CORPORATION 


Largest American multiple line market dealing exclusively in Reinsurance 
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